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Introduction

Hilton Food Group plc, the leading
specialist meat packing business
supplying major international

food retailers in Europe, is pleased
to announce its results for the year
to 31 December 2007.

Key strengths

- Strong relationships with major international retailers
-*Long track record 1n quality and service

—~>Reduced risk business model

->Established supply chain

->High volume, efficient and well invested facilities
->Experienced management team

->Profitable, cash generative business

->Potential growth opportunities

How we measure the value
we add to our customers’
businesses?

->Consistent quality
->Competitive prcing
->Food safety assurance
->Full production traceability
->High service levels
—>Continuous innovation
->Dedicated customer focus
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Group overview

2007 has seen continuing progress, in line with
the Board's expectations, with strong volume
growth across all territories, the completion of
two key capacity expansion projects, developing
opportunities in Central Europe and continued
strong cash generation.
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Financial highlights Geographic split
W Western Europe
Il Other
Revenue £m £5 7 7 7m
+97% '
Western Europe Other Total

graph removed 2004 2936 2936
2005 4479 4479
2006 5179 88 5267
2007 5518 259 5777

graph removed

Operating profit before significant item* £m

£17.4m

+11 1%

Western Europe Other Total
2004 38 38
2005 137 137
2006 154 03 157
2007 168 06 174

graph removed

Cash generated from operations
before significant item™ £m

£25.4m

2004 122
2005 261
2006 265
2007 254

* The significant item n 2007 relates to costs to the Group assoaated with the Aotahon of Hilton Food Group plc en the London

Stock Exchange of £18m
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Where we operate

We have operations in five European locations and

are looking to expand and grow our businesses further

within the European marketplace.

Ireland

UK

Netherlands

Sweden

Poland

Commenced production 2004

Commenced production 1994

Commenced production 2000

Commenced production 2004

Commenced production 2006

Location Drogheda

Location Huntingdon

Location Zaandam

Location Vasteras

Location Tychy

Customer Tesco Ireland

Custorner Tesco UK

Customer Albert Hetn

Customer ICA

Custormer- Ahold Czech Republic

image removed
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Chairman’s statement
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Ths is our first Annual Report to shareholders
since Hilton's flotation on the main market
of the London Stock Exchange in May 2007.

| am pleased to be able to report that the
Group has continued to make progress,
achieving strong sales and volume growth
throughout 2007 and generating the levels
of cash flow required to fund the Group's
future development.

Financial overview

Duning 2007 the Group achieved a continuing increase in volumes of
meat packed for its customers, in excess of 16% Turnover rose by just
under 10% to £577 7m over the sarme period, with lower average raw
material Input prces

These increases reflected continuing growth across all the territories in
which the Group operates, together with the first full year of our new
packing facility 1n Central Europe

Operating profit before sigmificant items rose by over 11%, from £157m
to £17 4m Interest cover before restructuring and flotation costs was
88 tmes

Basic earnings per share before restructuring and flotation costs were
15 0p (2006 14 3p)

The Group has a good histoncal cash generation track record and cash
inflow of £25 4m from operating activities in 2007 reduced net year end
borrowings to £36 2m, from £43 6m pnior to flotation

Net capital expenditure of £6 7m reflected principally the completion
of a new factory In the UK and the extension of our packing faclities n
Holland This continues the Group's policy of investing in additional
capacity sufficiently far in advance to enable us to service our
customers’ growth plans

The Group's results are considered in greater detail in the Chief
Executive’s review and the Group Operating and Financial review
sections on pages 8 to 15

Dividends

The Board is proposing a final dividend of 5 2p per ordinary share
Together with the intenm dvidend of 2 2p per ordinary share paid in
December 2007, this makes a total dvidend for the first year following
flotation of 7 4p per ordinary share The final dividend, if approved by
sharehclders, will be paid on 11 July 2008 to shareholders on the register
on 13 June 2008 and the shares will be ex dividend on 11 June 2008

Our employees

The transition from a private business to one bisted on the mamn
market was a challenging process and | would like to pay tnbute to
our managers and employees who continued to operate the business
professionally through this process A smooth and efficient transition
to public ownership was achieved in early 2007, with no reduction in
customer service levels and no interruption to the Group’s continuing
momentum, throughout the year

Strategy

The Group's histonical growth has been achieved by geographical
expansion and the subsequent organic growth achieved in each termtory
This has been based both on the marketplace success achieved by the
Group's retall partners in each country and by progressively expanding
the range of meat lines packed for those partners Such volume growth
progressively reaps increased econormies of scale, to the benefit of
both parties

Outlook

Compound annuat volume growth over the last four years has been
strong, achieved by both geographical expansion and continuing
organic growth, without the benefit of any acquisitions Volume growth
continues and was over 16% in 2007

The start to the current year has been encouraging With a strong
business model, the Board looks to the future with confidence

Gordon Summerfield CBE
MNon-Executive Chairman
14 April 2008
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Chief Executive's review
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2007 has been a year of real progress for
Hitton Food Group, continuing our growth
momentum in all regions This progress

1s rooted in Hilton's strong long-term
relationships with its retail partners, with
whom the Group continues to work closely
to deliver high service levels, consistent and
high product quality, product innovation,
high levels of food safety assurance and
product integrity Consistently meeting
these standards allows us to build volumes
and progressively reduce unit packing costs.
The strength of these partnerships has been
the key driver of our growth since the Group
was formed and will continue to underpin
the Group's success In future

Performance by segment

The Group operates In two regions, Western Europe, covering the
Group's established businesses in the UK, Ireland, Holland and Sweden
and Other Regions, which currently comprises the Group's recently
commenced packing business in Central Europe, supplied from its new
packing plant in Tychy, southern Poland

Western Europe
Operating profit of £16 8m (2006 £15 4m) on turnover of £5518m
(2006 £517 9m)

Continued progress was made across our Western European operations
in the UK, Ireland, Holland and Sweden, with all our customers
continuing to achieve organic growth Volume growth was 10 8%, with
tumover growth of 6 5%, reflecting lower average raw matenal prices
Thus was achieved despite the exceptionally adverse summer weather
n the UK, which affected sales of barbecue and other seasonal lines,
with the pace of growth accelerating towards the end of the year

Other Regions
Operating profit of £0 6m (2006 £0 3m) on turnover of £25 9m
(2006 £8 8m)

In Central Europe, as expected, we saw a good first full year contribution
from our new faclity in Southern Poland (near to the Czech Republic
border), producing on average approximately 200 tonnes per week
Ahold’s divestrment of its Polish stores in early 2007 has been almost
offset by continuing volurme growth in Ahold’s Czech Republic business
and tnals are currently being undertaken with Tesco, which, if successful,
could lead to the Tychy plant supptying Tesco stores m Hungary, Czech
Republic, Poland and Slovakia aver time

08

Operational review

Modern, well invested faciliies give a key competitive advantage to
Hilton, which cperates a high votume business where 1t 1s imperative to
keep unit costs low and continuously improve product quality Over
the four years to Decermber 2007 capital expenditure on the Group’s
packing facilities has totalled £62m, £52m of which has been spent on
Major capacity expansion projects

Each packing facility 1s bespoke and has been tallored specifically to meet
the needs of the Group’s customer in the country concerned Altheugh
we use firm processing and packaging principtes and blueprints, we do
not simply replicate our facilities from one country to another Each of
our custorners and markets are different and we believe that our success
owes much to the time we have taken to understand the detailed needs
of our customers and the markets in which they operate

We are pleased to report that the two most recent capacity expansion
projects, at Huntingdon in the UK and Zaandarn in Holland, were
completed dunng the first half of the year on time, on budget and with
minimal disruption to production or customer service levels, at esther site

In the UK a new purpose built factory at Huntingdon was completed in
early 2007 that will enable Hilton to service its customer's expected
growth over the medium term The factory 1s producing packed minced
meat, burger, kebab and other value added products

In Holland, the completion and commissioning in early 2007 of &
factory extension in Zaandam to service its custorners expected growth
over the medium term, will increase capacity by approximately 50%

In Ireland we are currently extending our Drogheda factory, for bacon
and sausage production

Low cost and adaptable operating model

The Group's packing plants operate at the high throughput levels
necessary to achieve low unit packing costs and eachis involved ina
wide range of new product and packaging developments, which,
together with extending the ranges of products packed, can serve to
increase the utilisation of its packing facilities, to drive unit costs down
still further This can only be achieved by using very modern high speed
packing facilities, combined with an intensive focus on product quality,
food safety and product integrity

We believe in continuously developing our facilities, not only to grow
with our customers, but to constantly improve our production
processes, to maxirmise efficiency We work closely with our customers,
to constantly evolve our production processes i order to produce new
product and packaging concepts, which can, as a multinational
company, be shared across all our facilities

Our employees

The continued progress made by the Group in 2007, and throughout
the flotation process at the start of the year 1s attributable to the
strength of the dedicated workfarce in each country and, on behalf
of the Board, we would like to thank them for their comrmitment,
enthusiasm and expertise

Robert Watson OBE
Chief Executive Officer
14 Apnil 2008
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The Group’s businesses

Principal activities

Hilton 1s a leading specialist meat packing business supplying major
international food retailers, from state of the art facilities currently
located in five European countries, with private label fresh and value
added packed beef, lamb and pork products, indwidually developed
and adapted for each customer and therr local market requirements

The Group sources its pnimal meat cuts, where possible, from local
sources which can meet its exacting standards and also from a global
base of quality suppliers, which 1t then processes and packs in large
scale, modern, facilities for onward distribution by third party hauliers to
its customers These plants operate at the high volume levels necessary
to produce competitive urit packing costs, whilst achieving the levels

of hygiene, food safety assurance, product integnity, shelf Lfe and
product quality required by the Group's very discerning customers

The first central meat packing facility was established in 1994 for Tesco
in the UK The Group has since expanded rapidly and now operates
similar faclittes 1In Holland (for Albert Heyn, acquired in December
1999), Ireland (for Tesco, established in March 2004), Sweden {for ICA,
established in September 2004) and Poland {for Ahotd in Central
Europe, established in September 2006) The Group's expanston across
Eurcpe has been underpinned by its proven track record, together with

Its growing international reputation and experience and the close
partnerships forged with successful retail customers The Group is
continuing to achieve growth across all its locations, driven by its
retail partner’s success, new product and packaging development
and the extension of the range of products packed for its custorners

The business environment

The Group has benefited from the consumer trend in a number of
European markets towards convenience and one stop shopping
which has contributed to the growth of the large food retasler chains
In addition these food retailers have focused on sales of private label
goods, which the Group supplies exclusively

As the number of retad outlets has continued to shrink through
consolidation and the larger retail chains have gained a greater share

of the grocery market, these retall chains are increasingly utibising large
scale central packing plants capable of preducing meat preducts mere
efficiently By shifting to these larger suppliers of pre-packed meat the
retallers have effectively chosen ta rationalise their supply base, to delver
lower costs and higher food safety and quality standards. This has allowed
the retailers to focus on their core business whilst maximising thew retum
on available retail space and these trends are expected to continue

Key strengths

Strong relationships Reduced risk Established High volume, Experienced

and track record business model supply chan efficrent and management teams
with major modern facilities

international retailers

Hilton has developed strong
and well established
relationships with its retail
customers, working closely
across ther organisations and
forming an integral and value
added part of their supply
chains The Group bas
demonstrated its ability to
adapt its operations to specific
local market requirements,
hawving worked alongside retail
customers entering new
geographic markets, and has
established its reputation as a
leading player in the dedicated
red meat packing market
across Europe

Not owning any abattows
gives the business the freedom
to purchase onty those cuts
of meat its customers require,
which significantly reduces
the risk of unwanted or
uneconomic cuts In addition,
the Group has the flexibility
to choose from a wide
international supplier base,
comprising the best suppliers,
without being tred to any one
meat supplier, so as to enable
1t to achteve the most
competitive purchasing terms

The Group has long established
procurement relationships
across a range of countries

and continents, with a proven
record of competitive sourcing
of meat and only such
integration with its suppliers as
required by its retail customers,
in order to assure high quality,
traceability and food safety
standards Although it s not
under a contractual obligation
to do so, the Group has
prncipally sourced primal meat
in the UK from abattoirs some
of whose owners are also
shareholders in Hilton, due to
their high standards of supply
and 1ts customer’s preference

Hilton has a modern and well
invested asset base, with
production processes operating
at the high throughput rates
required to deliver competitive
unit costs Through capital
investment the Group's total
production capaaity has been
increased significantly in the
four years to 31 December
2007 and the Board believes
that there is sufficient capacity
currently m place to meet its
customers anticipated growth
in the medum term without
further significant investment,
excluding expansion by those
customers of central packing
INto new overseas temitones

The business has strong
managerment across Europe,
with self-sufficient tocal
management teams,
supparted by cantral expertise
in key areas, such as raw
material and equipment
procurement, business
development and information
technology strategy



Hilton Food Group plc

Annual repert and financial statements 2007

Europe s teading spedalist retait meat packing business

Group Operating and Financial review

continued

The Group's strategy

The Group’s overnding objective 1s to achieve attractive and sustainable
rates of growth and shareholder returns The Group's strategy 1s to build
on its strong historic growth, leveraging its established business model
by focusing on the following key areas

Expansion with existing customers

Gwen the success demonstrated by Hilton to date with its existing
customners, the Board believes that the Group 15 well placed to build on
its strong customer relationshups by participating in new initratives, either
via product extension or new product development in existing ternitonies
or by partnenng with customers in their overseas expansion plans

Hilton works closely with its customers on both developing and
extending the range of products it offers The Group’s flexible supply
and production chan allow 1t to add new packing lines relativety
easily, taking advantage of consumer led trends Hilton also works
on developing iInnovative packaging solutions to further develop its
customers’ private label offerings

Continual focus on cost, quality and product development
Over the four years to 31 December 2007 the Group has invested
approximately £62m in both new and existing facilities to iIncrease capacity
and enhance the Group's processing technology Hilton maintains

these facilities at the advanced technological level required for efficient
operations that support high volumetric utilisation, thereby ensuring
the Group continues to improve quakity and remain cost competitive

We work closely with our customers to ensure rigorous quality, food
safety and product integrity standards are continuousty met.

New customers

The Group continues to focus on opportunities for geographical
expansion Whilst its relationships with existing customers have
afforded the Group the opportunity to expand, Hilton's track record
and outstanding faciities also provide a sound basts for attracting new
custormers in new countries and explonng where Hilton’s business
model can, appropriately adapted, produce econormic advantages for
both parties

Future outlook

There are a number of new business prospects which are currently being
progressed Against the background of the current economic climate, the
Directors believe that the Group remains well placed to take advantage
of potential growth opportunities in the areas cutbined above

Performance against key performance indicators (KPI's)

Hilton has made continuing progress tn 2007 In s strategic development The Board monitors progress against overall Group strategy by reference

to s key KPI's, as set out below

KPF 2007 2006 Definition, method of calculation and analysis

Growth in volume of 16 2% 151% Year on year volurme growth expressed as a percentage Whilst sales

packed meat sales volumes have increased, lower average raw material meat prices in the
year have led directly to lower average sales prices

Growth in sales of packed meat 97% 17 6% Year on year sales growth expressed as a percentage Similar trend to sales
volumes, with 2007 reflecting lower average raw material meat prices
in the penod

Operating profit margn 30% 30% Operating profit before significant iterns expressed as a percentage

before significant iterm (%) of turnover Unchanged in 2007, with no material change in trading
terms with customers

Eamings Before Interest, Taxation, 284 247 Operating profit before significant items plus depreciation

Depreciation and and amortisation of intangible assets and government grants

Amortisation (EBITDA) Improvement is reflective of the growth in profitability of the

(Em) core business and demonstrates the sound quality of earmings

EBITDA (%) 49% 47% Operating profit before sigrificant items plus depreciation and
amortisation of ntangible assets and government grants, as a
percentage of turnover Improvement reflects growth in the profitability
of the core business operations when compared to turnaver

Free cash flow before minonties (£m) 14 37 The improvement reflects the increase in EBITDA and reduced levels

of required capital expenditure

In 2008, the Group's objective Is to continue to demonstrate strong performance against existing KPI measures
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Finanaal review

Basis of accounts presentation

The Group 15 presenting its results for the year to 31 Decemnber 2007,
with comparative nformation for the year to 31 December 2006

The results of the Group are prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the EU

Trading overview

Sales volurme and revenue

Underlying trading performance has been strong, with volumes growing
overall by 16 2% Further details of volume growth by segment are
detalled in the Chief Executive’s review Total Group turnover rose by
97% to £577 7m, compared to £526 7m last year The increase 1s below
the level of volume gains, as lower average raw matenal prices have fed
directly into lower average selling prices

Gross profit margin
Grass profit margins were unchanged from last year, at 14 2%

Operating profit

Operating profit, at £17 4m (£15 7m after flotation costs of £18m),
was 111% above the operating prefit of £15 7m made 1n 2006
Operating profit benefited from £0 3m of exchange translation gains
towards the end of the year

Finance costs

Net finance costs rose from £0 2m to £2 Om The increase comprises
interest on the new bank borrowings of £47 5m, which were put in place
prior to the flotation, but are now reducing, partly offset by the release
of provisions for interest on overseas taxation exposures, which were
put in place before the flotation and have since been settled

Profit before taxation

Profit before taxation, at £13 7m, was £1 8m lower than in 2006

{£15 5m), reflecting the once off charge for flotation costs of £1 8m and
the increase in finance costs of £1 8m detailed above, partally offset by
the improvement in underlying profitabiity

Taxation

The taxation charge for the period was £4 2rm Excluding £1 8m of
flotation costs, for which taxation relief has not in the main been
assumed, the effective rate of tax was lower than in 2006 by 0 7%

Earnings per share

Basic earnings per share before restructuring and flotation costs
was 15 0p (2006 14 3p), and basic earmings per share was 12 7p
(2006 14 3p)

Cash flow and net debt

Cash flow continued to be strong, with the Group generating £9 9m of
free cash flow after flotation costs and before dividends to shareholders
(2006 £3 2m) This has enabled the Group to steadily reduce the level
of net debt outstanding Group borrowings, net of cash balances of
£20 8m, stood at £36 2m at 31 Decernber 2007

image removed
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Group Operating and Financial review

continued

Treasury policy

Foresgn currency nsk

The Group's overseas subsidianes’ earmngs are translated into sterling at
the monthly average rates for the periods concerned and therr assets
and liabiltties at the year end dosing rates The tinung of the repatniation
of profits to the UK and the repayment of any intra group loans to UK
subsicharies has regard to actual and forecast exchange rates

Interest rate nsk

The Board's policy 1s to have an interest rate cap on the majority of its
sterling borrowings It currently has in place a three year cap at 6 5% on
£30m of 1ts term lean from Ulster Bank, the interest rate on which s
LIBOR plus an agreed margmn

Credit nisk

As Hilton's customers compnse a small number of successful and
credit worthy miajor multiple retailers, the level of credit nisk 1
considered to be immatenal Histoncally the incidence of bad debts
has been insigmificant.

Liquidity risk

The Group has histarically been cash generative All bank positions are
monitored daily and capital expenditure above certain levels, together
with decisions on intra group dividends, are approved at Board
meetings All long-term debt 1s arranged centrally and s subject to
Board approval. The current bank facilities available to the Group are
detailed in the notes to the accounts on pages 51and 52

Resources risks and relationships

Resources

The Group takes considerable care to safeguard the assets that afford it
competitive advantage These include product quality, product integnty
and food safety levels, customer service and product innovation levels,
its operational management and skilled workforces and its modern well
invested packing plants

Reputation

Hilton's reputation comprises many facets including product quality
and presentation, food safety and integrity, product innovation, service
levels, health and safety, the manner in which it treats its employees
and suppliers and the way in which it operates its facilities All of these
elements, which are achieved within a culture of safe working whilst
operating within all applicable regulations, are the responsibility of the
operational management teams in each country |n addition, the local
managernent teams are supported by specialist central expertise and
assistance, as required

Packing facilities

The business has invested approximately £62m over the last four years
to increase packing capacity, in order to be able to service its customers'
growth plans, whilst ensuring its packing facilities are kept at a state of
the art leve!, both in terms of packing speeds, in order to reduce unit
costs, and to both continuously improve product quality and reduce
the environmental impact of the Group's operations

Employees

The Group continues to Invest i its people In addition to training

and mentoring prograrmimes, where addittonal skills are required,

the strategies for retaining key staff include the provision of terms

and condrtions which are competitive in each locality and employer

contributions to defined contribution pension schemes Subject to

approval at the Annual General Meeting, it 1s intended to make a

sharesave share option scherne available to all employees, to enable ‘
them to share in the Group's future growth

Relationiships

Hilton has partnership relationships with its multiple retail customers,
which involve continuous close liaison, discussion and co-ordination,
in order to ensure the best possible cutcomes for both our partners
and ther customers

Principal risks and uncertainties

The Group has a formal system to dentify, assess and manage

the impact of risks on its business The more significant risks and
uncertainties faced by the Group, together with the Group's nsk
management process are detailed i the Corporate Governance report
on pages 22 to 25

Going concem

The Directors have prepared the financial statements on a going
concern basis, having satisfied themselves from a review of internal
budgets and forecasts and current bank facilities that the Group has
adequate resources to continue in operational existence for the
foreseeable future The going concern basis 1s, accordingly, adopted in
prepanng the financal statements

On behalf of the Board !
Nigel Majewsk

Finance Director
14 Apnl 2008




Hilton Food Group plc Annual repart and financial statements 2007 Europe's leading specialist retall meat packing business

image removed image removed

image removed image removed

image removed Image removed




Hilton Food Group plc Annual report and financial staterents 2007

Europe’s leading specialist retail meat packing business

Board of Directors

image removed image removed

3 4

Image removed image removed
5 6

image removed image removed
7 8

image removed image removed




Hilton Food Group plc

Annual report and financial statements 2007

Eurcpe's leading spedalist retail meat packing business

Executive Directors

1 Robert Watson OBE

Chief Executive

Robert joined the Hilton Foed Group as Chief Executive in 2002 and has
overseen the successful growth of the Company over the last five years
Prior to this, he worked for Foyle Food Group Limited, based in Northem
freland, of which he was a founder in 1977 Foyle Food Group Lirmited
remains a supplier of meat products to the Hilton Food Group

2 Nigel Majewski

Finance Director

Nigel 1s a Chartered Accountant who, following 11 years in senior
finance roles with PepsiCo between 1995 and 2006 and prior to that
five years’ meat industry experience in senior finance roles with Bernard
Matthews, joined the Hilton Food Group as Finance Director in 2006

3 Colin Patten

Commeraal Director

Colin joined the Hilton Food Group at s inception in 1994 as
Commercial Director, responsible for procurernent and business
development, having worked in a similar role for the Group's UK
subsidiary Hiiton Meats (Retail) mited for the same penod and
prior to that in meat wholesaling and packing

4 Philip Heffer

Tesco Business Director

Philip joined the Hilton Food Group at its iInception in 1994, as
Managing Director, having worked in a similar role for the Group's UK
subsidiary Hilton Meats (Retail) Limited for the same period In 2004
Philip was appointed to his current role as Managing Director for the
Hilton Food Group's UK and Insh businesses, with overall responsibility
for all business with Tesco within the Hilton Food Group Prior to thss,
Philip held senior positions within the RWM Food Graup Limited, which
remains a supplier of meat products to the Hilton Food Group

5 Theo Bergman

Ahold Bustness Director

Theg joned the Hilton Food Group in 2000 as Managing Director of
the Croup's Dutch subsidiary, Hilton Meats Zaandam BV In 2003,
Theo was apponted European Operations Director responsible for the
start up of new operations in Europe and as the mamn Laison for all
business with Ahold Prior to joing the Hifton Food Group, Theo held
senior logrstics and general managemnent positions with Ahold between
1987 and 2000

Non-Executive Directors

6 Gordon Summerfield CBE s~

Non-Executive Chairman

Gordon joined the Hilton Food Croup in 2003, as Non-Executive
Chairman, after more than 40 years in the food industry with Northern
Foods ple and Urigate plc Gorden was President of the Dairy Trade
Federation between 1994 and 1997, a councii member of the Institute
of Grocery Distribution between 1991 and 1998 and Chairman of

Food from Britan from 2000 to 2005 Gordon s Chairman of the
Nomination Committee

7 Chris Marsh s1nu

Non-Executive Director

Chns joined the Hilton Food Group in 2007, as a Non-Executive Director
Chnis 1s a corporate broker by background, he joned Phillips and Drew
In 1968 and headed the Small Cap broking team at UBS Limited
(London) from 1993 until his retirement in 1998 From 1959 to 2004
he was part of the corporate finance team at Benfield Group Chrisis
currently Non-Executive Chairman of Alexandra plc and Framlington
AIMVCT 2 ple Chns i1s Chairman of the Audit Committee and the
Senior Independent Director

8 Sir David Naish DL stou

Non-Executive Director

Sir Dawvid Joined the Hilton Food Group in 2007, as a Non-Executive
Director, after retiring from the Chairmanship of Arla Foods UK plc

Sir David 15 a past Prasident of the National Farmers Union and is
currently Charman of his farmily farming businesses, a director of Wilson
Insurance Broking Group Limnited and Cauton Investments Lirmited,

in additron to being a Non-Exacutive Director of Woodard Schools
{Nottinghamshire) and a Trustee of several chanties related principalty
to the agrifood industry and education Sir Dawvid 1s Chairman of the
Remuneration and Related Party Supply Committees

Chns Marsh and Sir David Naish are considered to be independent
& Member of the Remuneration Commuttee
IMember of the Audit Cornerattee

n Member of the Nomunation Commuttee
u Member cf the Related Supply Committee
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Directors’ report

The Directors present their report and the audited financial statements
for the year ended 31 December 2007

Principal activities, business review and future developments
The Group's activities comprise specialist meat packing for international
food retaiters A review of the business and future development of the
Group and a discussion of the principal risks and uncertainties faced by
the Group 1s presented in the Chief Executive's review on page 8 and
the Group Operating and Financial review on pages 10to 15

Results and dividends

The profit before taxation 15 £13 7m (2006 £15 5m) After a taxation
charge of £4 2m (2006 £4 8m) and minority interests of £07m

(2006 £07m) the net income for the period 1s £8 8m (2006 £10 Om)
Anntenm dividend of 2 2p per ordinary share was paid in December
2007 The Directors recommend the payment of a final dividend for the
penod, which is not reflected in these accounts, of 5 2p per ordinary
share, which, together with the intenm dividend, represents 7 4p per
ordinary share, totalting £5 2m

Subject to approval at the Annual General Meeting, the final dwvidend
will be paid on 11 july 2008 to members on the register at the close of
business on 13 June 2008 Shares will be ex didend on 11 June 2008

Financial mstruments

The Group's risk management objectives and policy are discussed in

the Treasury policy section of the Group Operating and Financial review
onpages 10to 15

Directors

The Directors of the Company currently in office, together with ther
biographtcal detalls, are as set out on pages 16 to 17 Chns Marsh

and Sir David Naish were appointed on 29 March 2007 All the other
Directors served for all the year under review being appointed as
Directors of the Company on 29 March 2007, having served previously
as Directors of Hilton Foods Limuted (formerty Hilton Food Group
Limited) whose business was acquired by the Company by reverse
acquisition on 30 March 2007 All the Directors retire in accordance
with the Articles of Assocration and, being eligible, each offers himself
for re-election

Political and charitable donations

During the year the Group made charitable donations amounting to
£5,871(2006 £956) No donations for palitical purposes were made
duning the year (2006 £nil)

Employment policies

The Group's policy on emplayees involves the maintenance of an open
management style, keeping employees informed of matters affecting
them as employees and the financial and economic factors affecting the
Group's performance This 1s achieved through meetings, newsletters
and informal consultation at all levels Employees will be able to
participate directly in the success of the business by contributing to a
sharesave share option scheme, subject to the proposed scheme being
approved at the forthcoming Annual General Meeting

Employment policies are designed to provide equal opportunities
irrespective of nationality, sex, colour, ethnic or natural ongin or mantal
status Applications for employment by disabled persons are given

full and fair consideration for all vacancies in accordance with their
particular aptitudes and abilities In the event of employees becorring
disabled, every effort 1s made to retrain them in order that their
employment with the Company can continue It 1s the policy of the
Group that training, carser development and promotion opportunities
should be available to all employees

Payment of suppliers

The Group’s policy 1s to adhere to the terms of payment agreed
with individual suppliers when terms of business are established
At 31 December 2007 the Group’s trade creditors represented
41 days of purchases {2006 38 days)

Share caprtal
The movemnent in share capital duning the year 1s detailed in note 26
to the financial statements

Directors’ Interests
The interests of the Directors, as defined by the Companies Act 1985,
In the ordinary shares of the Company are as follows

0On 31 Decernber 2007

Ordinary Shares

G Summerfield 66,666
R Watson 2,869,167
C Patten 4,312,500
P Heffer 4,174,500
N Majewsk 13,333
T Bergman 328,333
C Marsh 30,000
D Naish 20,000

All of the above interests are beneficial, with the exception of 431,250
shares held by the R A Watson Discretionary Settlement

On 4 Apnl 2008 P Heffer sold 2,000,000 ordinary shares at a price of
£179 per share and his wife ] Heffer acquired 2,000,000 ordinary
shares at a price of £179 per share With this exception, no Directors
have acquired or disposed of any ordinary shares in the Company during
the period from the end of the financial year to the date of this report

The Company was incorporated in England and Wales on 16 March
2007 On 30 March 2007 it acquired the entire share capital of Hiiton
Foods Limited as part of a reverse acquisition The entire share capital
of Hilton Foods Limited was at 31 December 2006 owned by three
companies Heffer Investments Linnited, Foyle Food Group Limited and
Hilton Meats (Interational) Limited, in which P Heffer, R Watson and
C Patten, respectively, had, together with therr families, an interest
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Major shareholders

As at the date of this report, the Company has been informed of the
foilowing interests in 7,093,531 ordinary shares of the Company,

as required by the Companies Act 1985

Percentage of

Number of shares 1ssued share capital

F&C Asset Management plc 3,593,531 516%
Insh Food Processors 3,500,000 502%

Auditors

PricewaterhouseCoopers LLP have expressed their willingness to
centinue in office and a resolution proposing therr reappointment
will be submutted at the Annual General Meeting

Directors’ statement as to disclosure

of nformation to auditors

The Directors who were members of the Board at the time of approving
the Directors’ Report are listed on pages 16 to 17 Having made enquiries
of fellow Directors, each of these Directors confirm that

» to the best of each Director’s knowtedge and belief, there 1s no audit
information relevant to the preparation of their report of which the
Company’s auditors are unaware, and

+ each Dhrector has taken all the steps a Director might reasonably
be expected to have taken to be aware of any relevant audit
information and to establish that the Company's auditors are
aware of that information

Annual General Meeting

The Notice convening the Annual General Meeting can be found in the
separate Notice of Annual General Meeting accompanying this Report
and Accounts

Sharehotders will be invited to approve the Remuneration report set
out on pages 20 to 21 and to approve a sharesave share option scheme
for all the Group’s employees

J—

By order of the Board

Neil George
Secretary

14 April 2008

Statement of Directors’ responsibilities

The Directors are responsible for prepanng the Annual Report, the Directors’ remuneration report and the financial statements in accordance with
applicable law and regulations

Company law reguires the Directors to prepare financial statements for each financial year Under that law the Directors have prepared the Group
and parent company financial statements in accordance with International Financiat Reporting Standards (IFRS) as adopted by the European Union
The financial statements are required by law to give a true and fair view of the state of affairs of the Company and the Group and the profit and loss
of the Group for that period

In preparing these financial statements the Directars are required to
» select surtable accounting pelicies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent,

+ state that the finanwial statements comply with IFRS as adopted by the European Union and IFRS 1ssued by 1ASB, subject to any matenal
departures disclosed and explained in the financial statements,

- prepare the financial statements on the gong concern basis, unless it 1s Inappropriate to presume that the Group wilt continue in business, in which
case there should be supporting assumptions or qualifications as necessary

The Directors confirm that they have complied with the above requirements 1n prepanng the financial statements

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of
the Company and the Group and tc enable thern to ensure that the financial statements and the Directors’ remuneration report comply with the
Companies Act 1985 and article 4 of the 1S Regulation They are also responsible for safeguarding the assets of the Cornpany and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities
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Directors’' remuneration report

Information not subject to audit

Remuneration Committee

The Remuneration Commuttee comprises the Non-Executive Directors,
Sir David Naish {Chairman of the Commuttee}, Gordon Summerfield
and Chris Marsh As appropriate, the Commuittee invites the Chief
Executive Officer to participate inits discussions, in an advisory
capacity The Committee 1s responsible for deterrmining the terms and
conditions of the Company's Executive Directors and puts forward its
recommendations for approval by the Board It is also responsible for
considering management recommendations for remuneratton and
employment terms for the Group's senior staff, including incentive
arrangements for bonus payments and the grant of share options

The Committee had not taken independent advice dunng the year,
but 1s currently undertaking a review of senior executive remuneration
with the assistance of Hewitt New Bridge Street, which provides no
other services to the Company

The remuneration of the Non-Executive Directors 1s deternuned by
the Chairman and the Executive Directors and reflects the time,
commitment and responsibility of their rotes

Remuneration policy

The Company’s policy 15 that the overall remuneration package offered
by the Company should reward indnduals for the nature of the jobs
they undertake and therr performance theren, whilst being sufficiently
competitive to attract and retain high quality, well motivated staff whose
rewards are aligned both to the progress of the Company and those of
similar companies in comparable sectors and geographical regons It1s
intended that, over time, a significant propertion of the remuneration
package will comprise performance related elements

Constituent elements of Executive Directors’

remuneration package

In applying the above principles to the determination of the
remuneration of Executive Directors, the Committee gives consideration
to the following components of therr tatal remuneration package

Basic salary
Basic salary 1s reviewed annually, with reviews being effective from
1 January in each year

Benefits in kind
These comprise private healthcare and the provision of a company car
and fuel

Bonus schemes

A formal bonus scheme was not put in place for the UK based Executive
Directors for the year m which the Company was floated, but it 1s
intended In future years, in consultation with our adwvisers, to provide
appropnate incentives to all Executive Directors, in order to encourage
enhanced performance, based on the achievement of Group profit
targets and other KPI's

Pensions

Ermployer contributions are made to Executive Directors’ ‘money
purchase’ pension schemnes at the rates set out In their service contracts,
which are up to 7% for R Watson, C Patten, P Heffer and N Majewski
and 20% for T Bergman No contributions are made in respect of
Non-Executive Directors
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Long Term Incentive Arrangements

Executive share options can be proposed by the Remuneration
Commuittee and will be granted periodically to promote the involvement
of senior management across the Group in the longer term success of
the Group, to pramote retention and the alignment of the interests of
senior executives and shareholders It 1s intended that the first grant

of executive options will be made following the publication of the
Company's Annual report and financial statements Performance
condittons have to be achieved before the options become exercisable

The Company also intends, subject to approval at the Annual General
meeting, to offer a sharesave share option scherme to all employees,
which by its nature does not have performance conditions, in which the
Executive Directors will be eligible to participate

Service contracts

The current service contracts with all Executive Directors commenced
on 24 Apnil 2007 and can be terminated upen 12 months notice by
either party

Each of the Non-Executive Directors entered into a letter of appointment
with the company dated 24 Apnl 2007 Therr appomntments are for an inihial
penod of three years, terrminable upon six months notice by erther party

The Non-Executive Directors receive the fees set out in their letters
of appointment

Total shareholder return (TSR} performance

The graph below illustrates the TSR performance (share price
movements plus reinvested dividends) of Hilton Food Group against the
FTSE Small Cap Index since the Company’s flotation on 17 May 2007
The FTSE Small Cap Index 15, in the opimen of the Directors, the most
appropriate index agatnst which the TSR of the Company should

be measured

image removed
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Auditable information

The following information has been audited by the Company's auditors, PricewaterhouseCoopers LLP, as required by the Comparies Act 1985

Dtrectors’ remuneration

The remuneration of Directors for the year was as follows

2007 2006
£000 £000
Fees and basic salary 1,254 1,265
Bonuses 62 77
Benefits in kind 109 g2
1,425 1,434
Pension contributions 105 43
1,530 1,477
The remuneration of indvidual Directors, including pension contributions, 15 set out below
Feesand Benefits Total Total Pension Pensian
basic salary Bonusas inkind 2007 2006 2007 2006
£000 £000 £000 £'000 £000 £000 £000
Executive Directors
R Watson 275 - N 306 280 19 -
C Patten 230 - 18 248 250 7 -
P Heffer 230 - 29 259 227 16 -
T Bergman 198 37 21 256 252 39 43
N Majewsk 9 25 10 226 53 14 -
Non-Executive Directors
G C Summerfield 72 - - 72 372 - -
C Marsh 29 - - 29 - - -
D Narsh 29 - - 29 - - -
Total 1,254 62 109 1,425 1,434 105 43

The interests of the Directors in the shares of the Company are set out in the Directors’ report on pages 18 to 19

On behalf of the Board

Str David Naish DL

Chairman of the Remuneration Committee

14 April 2008

image removed
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Corporate Governance report

The Board supports hugh standards of corporate governance, which is
the responsibility of the Board as a whole This report and the Directors’
remuneration report on pages 20 to 21, set out how the Board applies
the principles of good governance and best practice as set out in the
Combined Code on Corporate Governance (the “Combined Code")

A staterment of full compliance, taking into account the provisions for
smaller companies, can be found at the end of this report.

The Board

The Board consists of five Executive Directors and three Non-Executive
Directors The Non-Executive Directors include the Non-Executive
Chairman and the Sertor Independent Director The names of the
Directors, together with their responsibilities, brief biographies and
membership of Board Committees are set out on pages 16 to 17

The Board meets not less than eight imes a year, to direct and control
the strategy and operating performance of the Group The schedule of
matters reserved for decision by the Board covers acquisitions and
disposals, major capital expenditure projects, dividends, treasury and
rnsk management policies and budget approval

Day to day decisions in relation ta procurement anid supply chain
management, factory operations and customer liaison are delegated to
senior management at each site

To assist them to carmy out their responsibilities the Directors have full
and timely access to all relevant infermation from management in
advance of Board meetings The Board operates both formally, through
Board and Committee meetings, and informally, through regular
contact between Directors The Directors can obtain independent
professional adwice at the Company's expense and the advice and
services of the Company Secretary to enable them to perform therr
duties as Directors The Company Secretary s responsible to the Board,
through the Chairman, for all governance matters The appointment
and removal of the Company Secretary 15 deterrined by the Board as a
whale

The Chairman carnes out a performance evaluation of the Board and its
committees and meets with the Non-Executrve Directors at least once a
year to convey his conclusions The Non Executive Directors, for therr
part, meet once a year, without the Charman present, m order to
evaluate his performance

The Company's Articles of Association prowide that one-third of the
Drrectors retire by rotation at each Annual General Meeting and that all
new Directors are subject to election by shareholders at the first
opportunity, followang their appomntment All the Directors retire in
accordance with the Articles of Association at the forthcoming Annual
General Meeting and, being eligible, each offers himself for re-election
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Board Committees

Audit Commuttee

The Audit Comimittee, which meets at least three times a year,
comprises two Non-Executive Directors excluding the Chairman and 15
chaired by Chnis Marsh, who has significant and relavant current
financial experience The Finance Director and the Group Financial
Cantroller, together with the external auditors, attend the Audit
Committee meetings, as appropriate The external auditors have the
opportunity for direct access to the Commuttee, without the Executive
Directors being present, and the Commuttee meets at least once a year
without the Executive Directors being present

The Commuttee reviews the Group's accounting policies and intermal
accounting and control reports, together with all reports from the
external auditors The Commuttee has overall responsibility for
mornutonng the integnity of financial statements and related
announcements, together with all aspects of internal control The
Committee meets at least three times a year to review the Group's
intersm and full year financial statements and consider the extent and
effectiveness of the work of the internal audit function The Committee
I1s responsible for the appointment, reappointment or removal of the
external auditors and for monitonng therr effectiveness, remuneration
and terms of engagement, including the nature and level of non-audit
sarvices The Board reviews annually the Group's systems of internal
control on the basis of a report by the Audit Commuttee

There Is a whistteblowing policy being put in place, in accordance with
which staff can, in confidence, raise any concerns about any actual or

potential improprieties, in relation to matters of financial reporting or
any other aspect of the Group’s businesses

The Chairman of the Audit Cormmittee will be avallable at the Annual
General Meeting to respond to any shareholder questions

Remuneration Committee

The Remuneration Committee, which meets at least three times a
year, compiises the three Non-Executive Directors, charred by Sir David
Naish No Director attends any part of a meeting at which his own
remuneration 1s discussed and the Executive Directors determine the
remuneration of the Non-Executive Directors

The Committee recommends to the Board the policy for Executive
Directors remuneration and terms and conditions of service and
determines the performance conditions for bonus and incentive
schemes and the 1ssue of executive share options It also recommends
and monitors the level and structure of senior management
remuneration immediately below Board level The Commuttee has
access to advice form the Company Secretary and such external
analyses of remuneration in comparable companies as it may require
Detals of the Committees current remuneration poticies are set out in
the Directors’ remuneration report on pages 20 to 21

The Chairman of the Remuneration Commuttee will be available at the
Annual General Meeting to respond to any shareholder questions
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Nomination Committee

The Nomination Committee comprises the three Non-Executive
Directors, chaired by Gordon Summerfield It will meet, as required, in
order to propose to the Board new appomtments of Executive and
Non-Executive Directors In a very stable ermarorwnent, the Committee
has not been required to meet after its first meeting, in order to consider
any such appointments, during 2007

The Chairman of the Nomination Commuttee will be available at the
Annual General Meeting to respond to any sharehclder questions

Related Supply Comrrittee
The Related Supply Committee comprises the three Non-Executive
Drrectors, chaired by Sir David Naish

The Committee's primary responsibility is to ensure that alt commercial
arrangements between the Group and shareholder owned suppliers
{compnsing Foyle Food Group Limited, Hilton Meats (Intemational}
Limited and RWM Food Group Limited and any of these three
companies’ subsidiaries) are conducted strictly on an arm’s fength basis
and n accordance with the terms of the supply agreements agreed
between the Group and those parties

The Commuttee monitors the quantity and terms of orders placed with
shareholder suppliers and the shareholder supplier’s performance and 15
authonsed to seek any iInformation it requires, whether from employees
of the Group or externally The Committee reports to the Board on
1ssues, recommendations and decisions it has made

The Chairman of the Related Supply Committee will be available at the
Annual General Meeting to respond to any shareholder questions

Risk Management Commuttee

The Risk Management Committee is chaired by the Finance Director,
Nige! Majewskt and comprises the five operating subsidiary company
operations managers and the Group internal Auditor, together with
other personnel throughout the Group, as requested The Comimuittee
meets regularly and at least eight times a year, its principal functions
are, to raise the level of management awareness of, and accountability
for, business risks faced, embed risk management into the Group
culture, prowvde a mecharnsm for nsk rmanagement issues to be
discussed and disserminated and to prowide adwvice on and co-ordinate
nsk management strategies across the Group, ensuring they receive the
appropniate tevel of sponsorship and support

The Committee is authorised to seek any iInformation it requires from
Group employees as well as arty external legal or professional advice it
requires and reports to the Board following each meeting

The Chairman of the Risk Management Committee will be available at
the Annual General Meeting to resporid to any shareholder questions

image removed

Meetings attendance

Details of meetings of, and members attendance at, the Board, Audit, Remuneration, Risk Management, Related Supply and Nomination

Commuttees are set out below

Risk Related
Audit Rermuneration Management Supply Mormnation
Board Committee Commmittee Committee Cornmittee Cormemuttee
Number of meetings 9 4 2 7 2 1
R Watson 9
C Patten 9
P Heffer S
T Bergman 8
N Majewsk 8 3 6
G Summerfield 9 4 2 1
C Marsh 9 4 1 1
D Nash 8 4 2 1
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Corporate Governance report

continued

Risk management

Risks are formally reviewed by the Board on a regular basis and
appropriate processes put in place to monitor and mitigate them
The key business risks affecting the Group's businesses are set out in
the following paragraphs

The Group 1s dependent on a small number of customers who exercise
significant buying power and influence

Hilton has a imited customer base, with sales to Tesco, Ahold {and its
subsidianes) and ICA currently compnsing all Hilton's revenue and the
Group does not have written supply contracts with all its customers
The large retail chains are increasing their market share of meat and
meat products in many countries as retall customers move away from
high street butchers towards one stop convenience shopping inlarge
supermarkets The continuation of this trend 1s likely to increase the
buying power of the Group's customers which may increase their
negotiating power with the Group which may enable thern to seek
better terms over time

Hilton's state of the art facilities, and management'’s focus on reducing
costs, allow 1t to operate efficiently at high throughputs and price its
products competitively The Group's customer driven business modet
15 focused solely on central meat packing and i1s unencumbered by

the 1ssues faced by the majonty of the Group’s competitars who

are involved in upstream processing, Including reanng, slaughtenng
and cutting

The Group focuses on and achieves high service levels in terms of orders
delvered, delivery times, cormpliance with product specifications and
accuracy of documentation and has an uncompromising focus on food
safety and product ntegrity

The Group's potential for growth s dependent on the brands of its
custorners and the future growth of their packed meat sates

All of the Group's products bear the brand of the customer tc whom
the products are supplied The Group is therefore dependent on its
custorners to maintain or improve the public perception of their own
brand names and sales of packed meat, but will play its full part by
providing high quality competitively priced products, high service levels
and continuing mnovation

The Group recognises that quality 1s integral to its customers’ brands
and works closely with its customers to ensure ngorous quality
assurance standards are met It 1s measured by its customers along

a range of parameters, including delivery time, product specification
and accuracy of documentation and targets high service levels
across these parameters The Group works with its customers to
identify improvement opportunities across the supply chain These
improverments include extending shelf ife and reducing wastage

by enhancing facilities, hygiene and handling and working with
customers to develop new product formats
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The Group's business 1s reliant on a number of key personnel and its
ability to manage growth successfully

The Group is critically dependent on the skills of a small number of
sentor managers and, as the business develops and expands, the Group's
success will depend on its ability to attract and retan the necessary
calibre of personnel In key positions To continue to manage growth
successfully, the Group will carefully manage its skill resources and
continue to invest in on the job training and career development,
together with the cost-effective management of quality, scaleable
information and control systems

The Group’s business is dependent on maintaining a wide and flexible
global meat supply base

The Group 15 reliant on its suppliers to provide sufficient volume of
products on time as ordered by 1ts customers The Group sources
certain of its meat requirements from outside the European Union,
for example South America and New Zealand Tanffs, quotas or trade
barriers imposed by countnes where the Group procures meat or may
do so in the future and the progress of World Trade Orgarisation talks
and other gtobal trade developments coutd matenially affect the
Group's International procurernent ability, making the maintenance of a
wide and flexible global meat supply base essentral

Qutbreaks of disease affecting livestock and media concerns can impact
the Group's sales

Reports in the public domain concerrung the risks of consuming meat
can cause consumer dernand for meat to drop significantly in the

short to medium term A food scare similar to the Bovine Spongiform
Encephalopathy ("BSE") scare that took place in 1996 could affect public
confidence in red meats

The Group sources its meat from a trusted raw material supply base
which all meet European and custormer standards The Group 15 subject
to stringent standards which are independently monitored in every
country and reliable product traceability and hugh welfare standards
from the farm to the consumer are integral to the Group's business
model The Group ensures full traceability from source to packed
product across all suppliers, countries and packing sites
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Relations with shareholders

The Board's assessment of the Company's position and prospects are set
out in the Chairman's staternent, the Chief Executive’s review and the
Group Operating and Financial review on pages 6o 15

The Chief Executive and Finance Director meet regularly with
institutional shareholders to discuss the Company's performance and
prospects The views of institutional shareholders expressed at these
meetings are reported back to the Board The other Executive Directors
are available to meet the Company's major shareholders, if required,
and the Senior Independent Director is avaitable to listen to the

views of shareholders, should they have concerns which have not

been previously resolved or which it was iappropriate to voice at

pnor meetings

Going concern

The Directors have prepared the financial statements on a going
concerm basis, having satisfied themselves from a review of internal
budgets and forecasts and current bank facilities that the Group has
adequate resources to continue In operational existence for the
foreseeable future

Internal control

The Board of Directors has overall responsibility for the Group’s systerns
of internal control, including finanaial, operational and compliance
controls and nsk management, which safeguards the shareholders’
investrrent and the Group's assets, and for reviewing its continuing
effectiveness Such a system can only provide reasonable and not
absolute assurance aganst matenial misstatement or loss, as it is
designed to manage rather than eliminate nsk of farlure to meet
business objectives

The Group operates within a clearly defined organisational structure
with established responsibilitias, authorities and reporting lines to the
Board The organisational structure 15 designed to plan, execute, monitor
and control the Group's objectives effectively and ensure internal
control becomes embedded in all the Group's operations The Board
confirms that key ongoing processes and features of the Group's
internal nisk based control systern have been fully operative up to the
date of the Annual Report being approved

These include

» a process to identify and evaluate business risk,

* a strong control environment,

+ an information and communication process,

+ a monitoning systern and regular Board reviews for effectiveness

The Finance Director and Group Financial Controlter are responsible for
overseeing the Group's internal controls

The management of the Group's businesses have identified the key
bustnass risks within their operations, considered the financial
implications and assessed the effectiveness of the control processes in
place to mitigate these nsks The Board has reviewed a summary of
these findings and this, together with their direct Involvement in the
strategies of the business, investment appraisal and budgeting
processes, has enabled the Board to report on the effectiveness of the
Group's iInternal control systems

Auditor independence

The Board 15 satisfied that PnicewaterhouseCoopers LLP has adequate
policies and safeguards in place to ensure that auditar objectivity and
independence 1s maintained The Company meets its obligations for
maintaining the appropriate relationship with the external auditors
through the Audit Committee whose terms of reference include an
obligation to consider and keep under review the degree of work
undertaken by the external auditors, other than the statutory audit,
to ensure such objectvity and independence 15 safeguarded

Compliance with the Combined Code

The Directors consider that the Company has, during the year to
31 December 2007, complied with the requirements of the
Combined Code, taking into account the provisions for

smaller companies

By order of the Board
Neil George

Secretary
14 Apnit 2008
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Corporate Social Responsibility report

The Group believes in working with customers, suppliers,
communities and competitors in an ethical, open and honest manner
The philosophies which underpin its policies for Health and Safety,
Regulatory Compliance, the Environment, Product Qualsty and
Integrity and Business Conduct are outlined below

Health and safety

Health and safety has a very hugh prionty withen the Group The Group
requires all its subsidianes to achieve high health and safety standards
within their indvidual operations All subsidianies conduct regular formal
health and safety reviews Managers and employees review policies,
processes and procedures in order to ensure that nsks are properly
assessed, with appropriate actions taken in order to protect the safety
of employees

All accidents and incidents are fully investigated so as to ensure
appropniate avordance or remedial acttons are taken and subsequently
monitored Formal reporting procedures are in place at every site 5o that
the Group can monitor safety performance at a local level There s a full
time safety officer at each site who monitors the key measures for
safety performance, which include the number of reportable and ron
reportable injunes and incidents and the number of working days lost
through injury, together with short- and long-term sickness levels

Regulatory compliance

As an international food business the Group 15 required to comply fully
at all times with a growing body of EU and local country legistation and
regulations as well as meeting the very stnngent standards required by
its retait partners in areas such as food safety, quality and traceabibity
These areas are subject to audit by the Group's customers, i addition
to regular internal audits which extend beyond the Group's operations
to the Group's meat and packaging suppliers
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Environmental policy

The Group recognises that the protection of the environment 1s of
fundamental importance to any successful and responsible business
strategy In the context of the total carbon footprint of packed meat,
the Group's packing actmty represents a small proportion, but the
Group takes pride In the conduct of its business actvities and 1s
commutted, working closely with 1ts custormers, to rmrmising its
environmental impact in all the counties in which it operates

Ermvironmental compliance

The Group is in compliance with all the environmental regulations,
penmits and consent Limits which apply to each of its packing plants in
each country of aperation and views such compliance as a high prienty,
looking to make continuing improvements with respect to the
environment in all its operations

Wastage reduction

The reduction of product and packaging waste has a very high prionity
across the Group, as wastage reduction at the same time mimirises
both product costs and the Group's environmental impact. The yield
loss incurred in processing and packing meat and packaging wastage are
vital key performance indicators monitored throughout each day at
every site

Investment strategy

The Group invests heawvily in mantaining state of the art high speed
packing facilties, which progressively reduce unit energy costs per unit
packed, as with the development of packing technotogy any given
volume of meat can be packed with fewer high speed lines

The Group’s retail partners

The Group’s retail partners are all heavily commutted to the protection
of the environment, with a very wide range of imtiatives, including
packaging reduction, in which the Group fully participates

Social, ethical and environmental nsks

The Board carries out a broad review of all business nisks, as highlighted
in the Corporate Governance report on pages 22 to 25 The scope of this
review covers social, environmental and ethical matters and 1s aimed at
identifying significant risks to shareholder value, whilst providing the
Board with an epportunity to manage any nisks identified
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Suppliers

The Group's corporate social responsibility 1s reflected in the way
we behave with our suppliers, which 1s open, consistent and honest,
The Group agrees terms and condittons prior to doing business and
pays suppler invoices in accordance with the agreed payment terms
At 31 December 2007, the amount owed by the Group to trade
creditors equated to 41 days of purchases from trade suppliers

Product traceabiity

At a time when consumers are concerned about the origins of the meat
they are purchasing, the Group ensures that every pack of meat can be
traced back to its source, across all suppliers, sites and countrees, 5o as to
be able to justify consumers’ trust in our custormers’ products

Human resources

Attracting and retaiming high calibre employees is essential to continue
to improve the Group's performance and drive its continuing growth,
the development and motivation of our employees 1s a high prionity
The Group provides equal opparturity for employment, traming and
career development and promotion regardless of age, sex, colour, race,
religion, ethnic ongin or other minonty groupings The Group
encourages the employment of disabled people, when suitable
vacancies are available, and, wherever possible, retrains employees who
become disabled, to enable them to do work consistent with therr
aptitudes and abiliies Where practicable, a flexible approach 1s adopted
to assist employees to manage a successfut work life balance

Cwven the gecgraphical spread of the Group's operations, it 15 both
inappropriate and impractical to apply standard employee consultat:on
and communtcation procedures across the Group Each subsidiary 15
accordingly responsible for achieving and maintaiming appropnate
consultation and communication with its employees, which include

at all production sites jont management and employee committee
meetings on Health and Safety and meetings with employees and urion
representatives to discuss issues affecting them

Over recent years the Group has invested heavily in robotic storage
and transfer systerns withinits packing plants Such investment,
which maximises the available storage space, also sharply reduces
the potential level of employee injuries

Hilton operates to high standards of employment practice The Group
has ethnically diverse workforces, who, at each location, receive the
same terms and conditions for comparable jobs

Community involvement

Small but regular donations are made to local institutions and culturat
events and the Group seeks to be a good neighbour in all its locations
Each operating company and its employees are encouraged to become
involved with and support their local communities

Summary

All the Group's employees are expected to behave ethically in ther
work and adhere to the Group's ethical standards As an internattonal
group of companies, we are fully aware of the broad spread of our
responsibiiities in all the countries n which we operate, from protecting
the environment, to safeguarding the health and safety of our
employees, ensuning honesty, integnty and fairness in all our business
dealings and operating our businesses internationally in a safe and
responsible manner
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Independent auditors’ report
to the members of Hilton Food Group plc

We have audited the Group and parent company financial statements
(the “financial staterments”) of Hilton Food Group ple for the year
ended 31 December 2007 which comprise the Consolidated Income
Statement, the Consolidated and Cormpany Balance Sheets, the
Consolidated and Company Cash Flow Statements, the Consolidated
and Company Statements of Changes in Equity and the related rotes
These financial statements have been prepared under the accounting
policies set out theremn We have also audited the information in

the Directors’ remuneration report that 1s described as having

been audited

Respective responsibilities of Directors and auditors

The Directars' respansibilities for preparing the Annual Report, the
Directors’ remuneration report and the financial statements in
accordance with applicable law and International Financial Reporting
Standards {IFRSs) as adopted by the European Uruon are set out in the
Statement of Directors’ responsibilities

Our responsibility Is to audit the financial statements and the part of
the Directors’ remuneration report to be audited in accordance with
relevant legal and regulatory requirements and International Standards
on Auditing (UK and Irelang) This report, including the opinion, has
been prepared for and only for the Company's members as a body in
accordance wath Section 235 of the Companies Act 1985 and for no
other purpose We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whom this
report 1s shown or into whose hands it may come save where expressly
agreed by our prior consent in writing

We report to you our opinion as to whether the financial statements
gwe a true and fair view and whether the financial staterments and the
part of the Directors’ remuneration report to be audited have been
properly prepared in accordance with the Companies Act 1985 and, as
regards the Group financial statements, Article 4 of the IAS Regulation
We also report to you whether in our opinicn the information given in
the Directors’ report 1s consistent with the financial staterments

In addition we report to you if, in our opinion, the Company has

not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if Information
specified by law regarding Directors’ remuneration and other
transactions 15 not disclosed
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We review whether the Corporate Governance report reflects the
Company's compliance with the nine provisions of the Combined Cade
{2006) specified for our review by the Listing Rules of the Financial
Services Authority, and we report Jf it does not We are not required to
consider whether the Board's statements on internal control cover all
nisks and controls, or form an opinion on the effectiveness of the
Group's corporate governance procedures or 1ts risk and control
procedures

We read other information contained in the Annual Report and consider
whether it 15 consistent with the audited financial statements The other
information compnises only the Directors’ report, the unaudited part

of the Directors’ remuneration report, the Chairman's statement, the
Chief Executive's review, the Group Operating and Financial review, the
Corporate Governance report and the Corporate Social Responsibility
report We consider the implications for our report if we become aware
of any apparent misstatements or material inconsistencies with the
financial staterments Our responsibilities do not extend to any

other information

Basis of audit opinion

We conducted our audit in accordance with Interational Standards

on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board

An audit Inctudes examination, on a test basts, of evidence relevant to
the amounts and disclosures in the financial staternents and the part of
the Directors’ remuneration report to be audited It also includes an
assessrment of the significant estimates and judgments made by the
Directors in the preparation of the financtal statements, and of whether
the accounting policies are appropriate to the Group’s and Company’s
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to ebtain all the information
and explanations which we considered necessary n order to provide us
with sufficient evidence to give reasonable assurance that the financial
statements and the part of the Directors’ remuneration report to be
audited are free from matenial misstatement, whether caused by fraud
or other irregulanty or error In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial
staterments and the part of the Directors’ remuneration report to

be audited
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Opinion
Im our opinion

» the Group financial statements give a true and fair view, in accordance
with IFRSs as adopted by the European Union, of the state of the
Group's affarrs as at 31 December 2007 and of its profit and cash flows
for the year then ended,

* the parent company financial statements give a true and fair view, in
accordance with IFRSs as adopted by the European Union as applied in
accordance with the provisions of the Companies Act 1985, of the
state of the parent company's affars as at 31 December 2007 and cash
flows for the year then ended,

+ the financial staternents and the part of the Directors’ remuneration
report to be audited have been properly prepared in accordance
with the Companies Act 1985 and, as regards the Group firanciat
statements, Article 4 of the 1AS Regulation, and

« the information given in the Directors’ report 1s consistent with the
| staterments

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

Belfast
14 April 2008

The maintenance and integnty of the Hilton Food Group plc website is the respensibibity of the
Durectors, the work camed oul by the auditors does not involve consideration of these matters
and, accordingly the auditors accept no responsibility for any changes that may have occumed to
the intenm report since «t was imiially presented on the website, Legislation in the United
Kingdom goverming the oreparation and dissemination of financiad staternents may differ from
legislation in other junsdictions
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Consolidated income statement
for the year ended 31 December 2007

Continuing operations Notes Ez'gg; 52 333
Revenue & 577,734 526,663
Cost of sales (495,632) (452,047)
Gross profit 82,102 74616
Distribution costs (6.299)  (5,990)
Admuristrative expenses (58.366) (52,927
Restructuring and flotation costs 10 (1.780) -
Operating profit 8 15,657 15,699
Finance income M 1,433 824
Finance costs 1 (3.416)  (1,038)
Finance costs — net M (1,983) (214)
Profit before income tax 13,674 15,485
Income tax expense 12 (4158) (4,824)
Profit for the year 9,516 10,661
Attributable to
Equity holders of the Company 8,820 9,986
Minority interest 696 675
9,516 10,661
Earnings per share for profit attributable to the equity holders of the Comparty during the year
~ Basic and diluted (pence) 13 127 143

The notes on pages 34 to 55 are an integral part of these consolidated financial statements
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Consolidated balance sheet
as at 31 December 2007

Group Company
2007 2006 2007 2006
Notes £000 £000 £000 £000
Assets
Non-current assets
Property, plant and equipment 15 42,286 43576 - -
Intangible assets 16 3,987 3947 - -
Investment in subsidiary undertakings 7 - - 102,985 -
Deferred income tax assets 25 1,273 1,219 - -
47,546 48742 102,985 -
Current assets
Inventories 19 9,654 9,525 - -
Trade and other receivables 20 50,993 41,037 - -
Current income tax assets - - 404 -
Cash and cash equivalents 21 20,792 22,327 1 -
81,439 72,889 405 -
Total assets 128,985 121,631 103,390 -
Capital and reserves attnbutable to equity holders of the Group
Share capital 6 6,966 200 6,966 -
Other reserves 896 (102) - -
Retained earmings 12,039 29,451 25 -
19,901 29,545 6,991 -
Reverse acquisition reserve {31,700) - - -
Merger reserve 919 - 71,019 -
{10,880) 29,549 78,010 -
Minority interest in equity 367 1,288 - -
Total equity (10513) 30837 78,010 -
Liabilities
Non-current liabilities
Borrowings 22 50,302 10,196 - -
Deferred income tax iabilities 25 1,580 1,300 - -
Other non-current babilities 24 264 1,850 - -

52,146 13,346 - -

Current hiabilities

Borrowings 22 6,682 6,065 - -
Trade and other payables 23 78,8% 69740 25380 -
Current income tax liabilities 1,814 1,643 - -

87,352 77448 25380 -
Total habilities 139,498 90,794 25,380 -
Total equity and Liabilities 128985 121,631 103,390 -

The notes on pages 34 to 55 are an integral part of these consolidated financial statements

The financial statements were approved by the Board on 14 April 2008 and were signed on its behalf by

R A Watson, Director N Majewski, Director
H
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Consolidated statement of changes in equity

Attnbutable to equity holders of the Company

Reserve

Share Other Cther Sub  acquisthion Merger Minonty Total

capital reserves eamings total reserve reserve Tetal nterest equity
Group Notes £000 £'000 £'000 £000 E'000 £000 £000 £000 £'000
Balance at 1 January 2006 200 (31 23865 23,834 - - 23834 1,179 25,013
Currency translation differences - (™ - {7 - - 71 21 (82)
Profit for the year - - 9,986 9,986 - - 9,986 675 10,661
Total recogrised income
and expense for 2006 - (71) 9,986 9,915 - - 9,915 654 10,569
Dividends paid 14 - - {4200) (4,200) - - (4200) (545) (4,745}
Balance at 31 December 2006 200 (102) 29451 29,549 - - 29549 1,288 30,837
Currency translation differences - 998 - 998 - - 998 51 1,049
Profit for the year - - 8,820 8,820 - - 8,820 696 9,516
Total recogrised income
and expense for 2007 - 998 8,820 9,818 - - 9,818 747 10,565
Dividends paid 14 - - {26,232) (26,232) - - [26,232) {1519) (27,75%)
Reverse acquisition of
Hilton Foods Limited 5 6,700 - - 6,700 (31,700) - (25,000} - {25,000)
Acquisition of minonty
shareholding 17 66 - - 66 - 919 985 (149) 836
Balance at 31 December 2007 6,966 8% 12,039 19,901 (31,700) 919  (10.880) 367 (10,513)
Company
Profit for the year - - 1,557 1,557 - - 1,557
Total recognised income
and expense for 2007 - - 1,557 1,557 - - 1,557
Dividends paid 14 - - (1.532) {1,532) - - (1,532}
Reverse acquisition of
Hilton Foods Limited 5 6900 - oo - 70100 77,000
Acquisition of minority
shareholding 7 66 - - 66 - 919 985
Balance at 31 Decerber 2007 6,966 - 25 6,991 - 71,019 78,010

The notes on pages 34 to S5 are an integral part of these consolidated financial staterments
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Consolidated cash flow statement
for the year ended 31 December 2007

Group Company
2007 2006 2007 2006
Notes £000 £000 £000 £000

Cash flows from operating activities
Cash generated from operations 27 23,591 26,481 - -
Interest paid {2,548} (490} {968) -
Income tax paid (4,055)  (4,380) - -
Net cash generated from/{used in) operating actvities 16,988 2161 (968} -

Cash flows from investing actvities
Purchase of property, plant and equipment (10,853) (20,028} - -
Proceeds from sale of property, plant and equipment 4,473 2,228 - -
Purchases of intangible assets (302} (834) - -
Interest receved 1,065 764 1 -
Dividends recewved - - 2,500 -
Net cash (used in)/generated from investing activities {5617) (17.870) 2,501 -

Cash flows from financing activities
Proceeds from borrowings 47,546 4,810 - -
Repayments of borrowings (6,678) (3.854) - -
Dividends paid to Company shareholders (26,232) (4,200) (1,532) -
Dividends paid to minority interests (1.519) {545) - -
Reverse acquisition of Hilton Foods timited (25,000} - - -
Net cash used in financing activities (1.883) (3,789) (1533 -
Net (decrease)/increase in cash, cash equivalents and bank overdrafts (512) (48) « 1 -
Cash, cash equivalents and bank overdrafts at beginning of the year 20,133 20,402 - -
Exchange gains/(losses) on cash, cash equivalents and bank overdrafts 1171 (221) - -
Cash, cash equivalents and bank overdrafts at end of financial year 21 20792 20733 1 -

The notes on pages 34 to 55 are an integral part of these consolidated financial statements
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Notes to the financial statements
for the year ended 31 December 2007

1 General information
Hilton Food Group ple {"the Company”) and its subsidiaries (together “the Group”) 1s a specialist meat packing business supplying major
intemational food retailers in five European countries The Company's subsidianies are listed in note 29

The Company was incorporated on 16 March 2007 as Law 2461 Limited and changed its name to Hilton Food Group plc (see note 5}and
re-registered as a public imited company on 17 Apnil 2007 The Company 1s incorporated and domiciled in the UK The address of the registered
office 15 2-8 The Interchange, Latham Road, Huntingdon, Cambridgeshire PE29 6YE The registered number of the Company 15 6165540

The Company has its primary listing on the London Stock Exchange and was adrritted to the Official List and te trading on 17 May 2007
These consolidated financial statermnents were approved for 1ssue on 14 April 2008

The Company has taken advantage of the exemption in Section 230 Comparies Act 1985 not to publish its indmvidual income statement and related
notes Profit for the year dealt with in the Income statement of Hilton Feod Group plc amounted to £1,557,402 (2005 £nil)

2 Summary of significant accounting polices
The pnncipal accounting policies applied in the preparation of these consolidated financial statements are set out below These policies have been
consistently applied to all of the years presented, unless otherwise stated

Basis of preparation

The consolidated financial statermenits of Hilton Food Group pic have been prepared in accordance with International Financial Reporting Standards
(IFRS) as adopted by the European Umion, IfRIC interpretations and the Comparues Act 1985 applicable to companies reporting under IFRS

The consolidated finangial statements have been prepared on the gong concern basis under the histonical cost convention The principal accounting
policies adopted in the preparation of these financial statements are set out below These policies have been consistently applied to all the years
presented, unless otherwise stated

The financiat statements are presented in sterling and all values are rounded to the nearest thousand (£'000) except when otherwise indicated
Basis of consolidation

The Group financial statements comprse the financial statements of Hilton Food Group plc (“the Company”) and its subsidiaries, together,
(“the Group”) The financial statements of subsidiaries are prepared for the same reporting year as the parent company, using consistent
accounting policies

A subsidiary 1s an entity controlled, either directly or indirectly, by the Company, where control is the power to govern the finanaial and operating
policies of the entity so as to obtan benefit from its activities

Allinter-cornpary balances and transactions, mcluding unrealised profits anising from inter-group transactions, are elminated on consolidation

The purchase method of accounting 15 used to account for the acquisition of subsidiaries by the Group The cost of an acquisition 1s measured as the
fair value of the assets given, equity instrurments 1ssued and liabilities incurred or assumed at the date of exchange, plus costs directly attnbutable to
the acquisition Identifiable assets acquired and Liabilities and contingent labilities assumed in a business combination are measured inially at their
fair values at the acquisitton date The excess of the cost of acquisition over the fair value of the Group's share of the identifiable net assets acquired
ts recorded as goodwill
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2 Summary of sigmficant accounting policies (continued)
International Financiat Reporting Standards

(a) Standards, amendments and mterpretations effective in 2007

IFRS 7, ‘Financial instruments Disclosures’ and the complementary amendment to [AS 1, ‘Presentation of financial statements — Capital disclosures’,
introduces new disclosures relating to financial instruments and does not have any matenal impact on the classification and valuation of the Group
or Company's financial statements, or the disclosures relating to taxation and trade and other payables

{b) Standards, amendments and interpretations effective in 2007 but not relevant to the Group or Company’s operations

IFRS 4, 'Insurance contracts’

IFRIC 7, ‘Applying the restatement approach under IAS 29, financial reporting in hyper-inflationary econormies’

IFRIC 8, "Scope of FRS 2°

IFRIC 9, 'Reassessment of embedded dervatives’

{FRIC 10, 'Intenim financial reporting and impairment’

IFRIC 11, ‘IFRS 2 - Group and treasury share transactions’

{c) Standards, amendments and interpretations to existing standards that are not yet effective and have not been early adopted by the Group and Company

IAS 23 {amendment), ‘Borrowing costs’ (effective from 1 January 2009} This is subject to EU endorsement It requires an entity to capitalise
borrowing costs directly attributable to an acquisition, construction or production of a qualifying asset as part of the cost of that asset
The Group and Company currently have no such qualifying assets

iFRS 8, ‘Operating segments’ {effective from 1 January 2009) Thus 15 subject to EU endorsement It requires a ‘management approach’, under which
segment information 1s presented on the same basis as that used for internal reporting purposes The expected impact 1s being assessed in detail by
management in advance of future Implementation

{FRS 2 {amendment), ‘Share-based payment’ (effective 1 January 2009)

{FRS 3 (revised), ‘Business combinations’ {effective from 1 July 2008}

(d) Standards, amendments and interpretations to existing standards that are not yet effective and not relevant for the Group and Company’s operations
IAS 27 (revised), ‘Consolidated and separate financial statements’ (effective from 1 July 2009)

IAS 32 (amendment), 'Financial Instruments presentation’ and IAS 1 (amendment), 'Presentation of financial statements' (effective from
1 January 2009}

IFRIC 12, ‘Service concession arrangements’ (effective from 1 January 2008}
IFRIC 13, ‘Customer loyalty programmes’ (effective from 1 July 2008)
IFRIC 14, 'lAS 19 = The lrmit on a defined benefit asset, minmmurm funding requirements and their interaction’ (effective 1 January 2008)
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Notes to the financial statements
for the year ended 31 December 2007

continued

2 Summary of significant accountmg policies (continued)
Revenue recognition

Revenue camprises the farr value of the consideration received or receivable for the sale of goods in the ordinary course of the Group’s activities
Revenue is shown net of value-added tax, retumns, rebates and discounts after eliminating sales within the Group

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow to the
Group and the critena set out in the following paragraph have been met

The Group sells meat in the wholesale market. Sales of goods are recogrised when a Group entity has delivered products to the customer and there
is no unfulfilled obligation that could affect the customer's acceptance of the products Delivery does not occur until the products have been
shipped to the location specified by the customer, the nisks of obsolescence and loss have been transferred to the custormer, and either the customer
has accepted the products in accordance with the sales contract, the acceptance provisions have lapsed, or the Group has objective evidence that all
critena for acceptance have been satisfied

Segment reporting

A business segment 1s a distinguishable component of the Group that 1s engaged either in providing praducts or services and a geographical segment
15 a distinguishable component of the Group that s engaged in providing products or services within a particular economic environment, which 1s
subject torisks and rewards that are different from those other segments

Foreign currency translation
{a) Functional and presentation currency

Items included in the finangial statements of each of the Group's entities are measured using the currency of the pnmary economic environment
which the entity operates ('the functional currency’) The consolidated financial statements are presented in Sterling, which 15 the Company's
functional and presentation currency

{b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilites denominated in foreign currencies are recognised in the income statement

(¢} Group companies

The results and financial position of all the Group entities (none of which has the currency of a hypernflationary economy) that have a functional
currency different from the presentation currency are translated into the presentation currency as follows

+ Assets and babilities for each balance sheet presented are translated at the closing rate at the date of the balance sheet,

» Income and expenses for each income statement are translated at average exchange rates {unless this average 1s not a reasonable approximation
of the cumulative effect of the rates prevailing on the transaction dates, n which case incorne and expenses are translated at the rate on the
dates of the transactions), and

+  All resulting currency translation differences are recognised as a separate component of equity i cther reserves

When a foreign operation s partially disposed of or sold, exchange differences that were recorded in equity are recogrised in the income statement
as part of the gain or loss on sale Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and Liabilities
of the foreign entity and translated at the closing rate
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2 Summary of significant accountmg policies (continued)
Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and any impairment in value

Depreciation 1s calcutated using the straight-line method to allocate the cost of property, plant and equipment to their residual values over their
estimated useful lives, as follows

Annual rate
Buitdings — Held under finance lease 5%
Bulldings — Leasehold improvements 10%
Plant and machinery 14% - 25%
Fixtures and fittings 14% - 25%
Motor vehicles 25%

Land 1s not depreciated

The residual value and useful lives of property, plant and equipment are reviewed, and adjusted if appropriate, at each balance sheet date An asset’s
carrying value 15 written down to its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount These
impairment losses are recogrused in the income statement Following the recogrition of an imparment loss, the depreciation charge applicable to
the asset 1s adjusted prospectvely in order to systermatically allocate the revised carrying amount, net of any residual value, over the remaining
useful tife

Intangible assets
{a) Goodwril

Goodwill on acquisitions of subsidianes and purchase of minornity interests is included in *intangible assets’, tested annually for impairment and
carried at cost less accumulated impairment losses Goodwall represents the excess of the cost of the acquisition or purchase over the fair value of
the Group's share of the net identifiable assets of the acquired subsidiary or minonty interest at the date of acquisition

{b) Computer software

Acquired software licences are capitalised on the basis of the costs incurred to acquire and bring te use the specfic software These costs are
amortised on a straight-line basis over therr useful econormic lives (three to seven years)

Costs associated with developing or maintaining computer software programmes are recognised as an expense as incurred
{c) Product licences

The costs of acquinng product licences are capitalised and amortised on a straight-line basts over their expected useful economuc lives of five to
10 years
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Notes to the financial statements
for the year ended 31 December 2007

continued

2 Summary of significant accounting policies {continued)
Imparment of non-financial assets

Assets that have an indefinite useful life, for example goodwall, are not subject to amortisation and are tested annually for impairment

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying value
may not be recoverable Animpairment loss is recogmised for the amount by which the asset’s carrying amount exceeds its recoverable amount
The recoverable amount 1s the higher of an asset’s fair value less costs to sell, and value Inuse For the purposes of assessing impairment, assets are
Grouped by cash generating unit Non-financial assets other than goodwilt that have suffered impairment are reviewed for possible reversal of the
impairment at each reporting date

Inventories
Inventories are stated at the lower of cost and net realisable value

Cost s either deterrined on a first in fiest out {FIFQ) basis or by the 'retail method’ depending on the subsidiary The ‘retail method’ generally
computes cost on the basis of selling price less the appropnate trading margin

Cost comprises material costs, direct wages and other direct production costs together with a proportion of production overheads relevant to the
stage of completion of work in progress and finished goods It excludes borrowing costs

Net realisable value represents the estimated selling price less costs to completion and appropniate selling and distnibution costs
Provision s made, where necessary, for stow mowving, obsolete and defective inventories
Trade and other recevables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method,
less provision for impairment. A provision for impairment 15 established when there 1s abjective evidence that the Group will not be able to collect all
amounts due according to the onginal terms of the recevables Significant financia! difficulties of the debtor, probability that the debtor well enter
bankruptcy or financial reorganisation, and default or delinquency in payments are considered indicators that the trade receivable is impaired

The amount of the provision Is the difference between the asset's carrying amount and the present value of estimated future cash flows, discounted
at the onginal effective interest rate The carmying amount of the asset 1s reduced through the use of an allowance account, and the amount of the
loss 1s recognised in the Income statement within selling and marketing costs When a trade and other receivable 1s uncollectible, it is written off
against the allowance account for trade recevables Subsequent recovenes of amounts previously written-off are credited aganst selling and
marketing costs in the income statement

Cash and cash equivalents

Cash and cash equivalents compnise cash at bank and in hand and short-term deposits with an onginal matunity of three months or less |
Bank overdrafts are shown on the balance sheet within borrowings in current liabiities

Share capital

Ordinary sharas are classified as equity

Incremental costs directly attributable to the 1ssue of new shares are shown in equity as a deduction, net of tax, from the proceeds
Trade and other payables

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method

Borrowings

All borrowings are initially recorded at the farr value of the consideration received net of transaction costs assactated with the borrowing
Borrowings are subsequently stated at amortised cost, any difference between the preceeds {net of transaction costs) and the redemption value 1s
recognised in the income statement over the period of the borrowings using the effective interest method Borrowings costs are recognised as an
expense in the period m winch they are incurred

Borrowings are classified as current liabilities unless the Group has an unconditional nght to defer settlement of the liability for at least 12 months
after the balance sheet date
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2 summary of significant accounting policies (continued)
Leases

Tangible fixed assets, acquired under a lease which transfers substantially all of the nisks and rewards of ownership to the Group, are capitalised as
fixed assets at therr fair value and are depreciated over the shorter of ther useful lives and therr lease term with any impairment being recogrused in
accumulated depreciation Amounts payable under such leases (finance leases), net of transaction costs, are classified as current and non-current
Liabilities based on the lease payment dates Lease payments are treated as consisting of capital and interest elements and the interest is charged to
the income statement in proportton to the reducing capital element outstanding

Leases where the lessor retains substantially all of the nsks and rewards of ownershup are classified as operating leases The annual rentals under
operating leases are charged to the income statement as incurred

Current and deferred income tax

Current income tax charge represents the expected tax payable or recoverable on the taxable profit for the year using tax laws enacted or
substantively enacted at the balance sheet date

Deferred income tax 1s provided in full, using the liability method, on all temporary differences ansing between the tax bases of assets and liabilities
and their carrying amounts in the consolidated financial statements However, the deferred income tax 1s not accounted for if it anises frorm imtial
recognition of an asset or Lability In a transaction other than a business combination that at the time of the transaction affects neither accounting
nor taxable profitor loss Deferred income tax 1s determined using tax rates (and laws) that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability 15 settled

Deferred income tax assets are recognised to the extent that 1t is probable that future taxable profit will be available against which the temporary
differences can be utilised

Deferred income tax s provided on temporary differences ansing on investrments in subsidianes except where the timing of the reversal of the
temporary difference 1s controlled by the Group and 1t 1s probable that the temporary difference will not reverse in the foreseeable future

Pensions and other post-employment benefits

The Group operates defined contribution schemes for certain employees in the UK, the Republic of Ireland and the Netherlands and contributes to a
state administered money purchase scheme in Poland The Group pays contributions to publicly or prvately administered pension insurance plans
and has no further payment cbligations once the contributions have been made The contnibutions are recognised as an employee benefit expense
when they are due

In the Netherlands and Sweden the Group contributes to iIndustry-wide defined benefit schemes for s employees These schemes are national
mndustry-wide schemes and they will not provide contrbuting companies with sufficient information to allow each Company to ascertain its share of
the schemes’ assets and labilities Accordingly the Group has accounted for these schemes as defined contrbution schemes The contributions are
recognised as an employee benefit expense when they are due

Grants

complied with

Capital grants received and recervable by the Group are credited to deferred income and are amortised to the iIncome statement on a straight-line

Grants are recogrused at theur fair value when there 1s a reasonable assurance that the grant will be received and all attaching conditions have been
|
basis aver the expected useful lives of the assets to which they relate ‘

Revenue grants are recognised as Income over the periads necessary to match the grant on a systematic basis to the costs that it 1s intended to
compensate

Dindend distribution |

Dividend distribution to the Company's shareholders is recogmised as a liability in the Group's financial statements i the penod n whuch the ‘
dividends are approved by Company's shareholders |

Significant items

Significant itermns are those which are separately disclosed by virtue of their size or iIncidence to enable a full understanding of the Group's financial
performance Transactions which are significant items in the current year relate to restructuning and flotation costs (note 10}
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continued

3 Financial nsk management
Financial risk factors

The Group's actrvities expose It to a variety of financial nisks market nisk (including currency risk, cash flow interest rate risk and price nisk), credit risk
and liquidity nsk The Group has in place a nsk management programme that seeks to limit the adverse effects on the financial performance of the
Group by monitoring the foregoing risks

(a) Market sk

(1) Price nisk
The Group Is not exposed to equity securities price risk as it holds no listed or other equity nvestrnents

(n) Foreign exchange risk

The Group 15 exposed to foreign exchange risk in the normal course of business in its overseas operations, principally on transactions in Euros,
Swedish Krona and the Polish Zloty The Group regularly monitors foreign exchange exposure and to date has deemed it not appropriate to
hedge 1ts foreign exchange position

() Cash flow nterest rate risk
The Croup's interest rate risk arses from long-term borrowings Borrowings 1ssued at variable rates expose the Group to cash flow interest rate
nsk The Group seeks to manage exposure to interest rate risk through interest rate caps over the majority of its long-term borrowings

(v} Sensitvity analysis

2007 2006
Income Incame:

statement Equity staternent Equity

Group £000 £000 £000 £000

Effect of a change in Group-wide interest rates by 0 5% +167 +167 +31 +31

~142 -142 =31 -31

Effect of a change in exchange rates to the GBP £ by 10% +823 41,229 +720 +1,492

—748 1117 665 -1,269

(b} Credit risk

The Group 15 exposed to credit risk n respect of credit exposures to wholesale customers The Group has imptemented policies that require
appropriate credit checks on potential custorners before sales are made The Group's maximum exposure to credit nsk from wholesale customers
15 £46 4m (2006 £37 8m) as stated in note 20

{c) Liquichty nsk

The Group has stgnificant cash and cash equivalents and maintains a mix of long-term and short-term debt finance, accordingly the Group's
exposure to iquidity nisk 15 not considered significant The Board regularly reviews its banking facilities and cash flow forecasts The matunity of the
Group's financial Liabilities 1s stated in note 22

Capital nisk managerment

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going concern in order to prowide returns for
shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital to
shareholders, 1ssue new shares or sell assets to reduce debt

The Group monitors capital on the basis of the geaning ratio This ratio 15 calculated as net debt divided by EBITDA. Net debt 1s calculated as total
borrowings (including ‘current and non-current borrowings’ as shown on the consolidated balance sheet) less cash and cash equivalents EBITDA 15
caleulated as operating profit before sigmificant non-recurring items, interest, tax, depreciation and amortisation

Fair value estimation

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values The fair value of
financial iabities for disclosure purposes is estimated by discounting the future contractual cash flows at the current market interest rate that 15
avallable to the Group
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4 Crrtical accounting estimates and judgements
Estimates and judgernents are continually evatuated and are based on historical expenience and other factors, including expectations of future
events that are believed to be reasonable under the arcumstances

During the year ended 31 December 2007 there were no critical accounting estimates in relation to the application of the Group's accounting
policies The matters for which accounting estimates were required in the prior year financiat staternents {income taxes and tmpairment of assets)
have been resolved and managed sufficiently such that they no longer remain cnitical to the Group During the years ended 31 December 2007 and
31 December 2006 there were no critical accounting judgements in relation to the application of the Group's accounting policies

5 Reverse acquisition

On 30 March 2007 the Company became the holding Company of Hilton Foods Limited Under IFRS 3, Business Combinations, this Group
reconstruction has been accounted for as a reverse acquisition Although this consolidated financial information has been 1ssued in the name of
the legal parent, the Company, it represents in substance a continuation of the financial Information of the legal subsidiary Hilton Foods Limited
The following accounting treatment has been applied in respect of the reverse acquisition

a) the assets and liabilities of the legal subsidiary, Hilton Foods Lirited, are recognised and measured in the consolidated financial information at
the pre-combination carrying amounts, without restatement to fair value,

b) the retained earnings and other equity balances of Hilton Foods Limited immediately before the business combination, and the results of the
perrod from 1 January 2007 to the date of the business combination are those of Hilton Foods Linnited as the Company did not trade prior to
the transaction However, the equity structure appearing i the consolidated financial information reflects the equity structure of the legal
parent, Hilton Food Group plc, including the equity instruments 1ssued to effect the business combination, and

¢) comparative numbers presented in the consolidated financial information are those reported in the consolidated financial information of the
legal subsidiary, Hilton Foods Limited, for the year ended 31 December 2006

The Company had no significant assets or liabilities immediately prior to the time of the reverse acquisition As part of the reverse acquisition,
69,000,000 new 10p shares were ssued to the members of Hilton Foods Limited together with a cash payrment of £25m In the books of the legal
parent, Hitton Food Group plc, a merger reserve of £70 1m has ansen as a premium on the shares 1ssued On consolidation this merger reserve has
forrmed part of the reverse acquisition reserve amounting to £317m

6 Segmental information

A business segment 1s a group of assets and operations engaged in providing products or services that are subject to nsks and returns that are
different from those of other business segments A geographical segment 1s engaged in providing products or services within a particular economic
environment that are subject to nsks and returns that are different from those of segments operating in other economic environments

Based on an analysis of nsks and returns, the Directors consider that the Group has only one identifiable business segment, wholesaling of meat.
The Directors consider that no further segmentation 15 appropriate, as all of the Group’s operations are subject to similar risks and returns and
extubit similar long-term financial performance

Based on an analysis of nsks and returns, the Directors consider that the Group has two identifiable geographical segments The main geographical
area in which the Group's operations are carried out 1s Western Europe The other gecgraphtcal area that the Group's operations are carried out In
does not meet the defimition of a reportable segment i IAS 14 and therefore the revenues, results, assets and liabilities ansing from the operations
carned out in this geographical area have been ncluded in'Other’

Consequently the Group's primary reporting format 1s by geographical segmentation Secondary format disclosures are not appropriate The
anatyses in the tables below are based on the location of customers
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6 Segmental information (continued)
The segment results for the year ended 31 December 2007 are as follows

‘Westem 2007 Western 2008
Europe Other  Unallocated Total Europe Other Total
£000 £000 £000 £000 £'000 £000 £000
Total segment revenue 551,836 25,898 - 577734 517915 8,748 526,663
Operating profit/segment resutt 16,781 656 (1,780) 15,657 15,411 288 15,699
Finance income 1,433 824
Ftnance costs (3,416} (1,038)
Finance costs — net (1,983} (214)
Profit before sncome tax 13,674 15,485
Income tax expense (4,158) (4,824)
Profit for the year 9,516 10,661
Other segrment items included in the income statement for the year ended 37 December 2007 are as follows
Western 2007 Western 2006
Eurcpe Other Total Europe Other Total
£1000 £00 £000 £000 £'000 £000
Depreciation 8,802 328 9,630 7,731 289 8,020
Amortisation 1,178 186 1,364 1,056 73 1,129
The segment assets and Liabilities at 31 December 2007 and capital expenditure for the year then ended are as follows
Westem 2007 Westem 2006
Europe Other  Unallocated Total Europe Other  Unallocated Total
£000 £000 £000 £000 £000 £000 £000 £000
Total assets 116,273 11,439 1,273 128,985 108,701 1,1 1219 121,631
Total liabiltties {(72,067) (7.053) (60,378) (139,498) (68,626) (2,964) (19,204) (90,794)
Capital expenditure 10,410 745 - 11,155 15,460 5,658 - 21,118

Segment assets consist primarily of property, plant and equipment, intangible assets, inventories, trade and other recervables and cash and cash

equivalents Unallocated assets comprise deferred ncome tax assets

Segment liablities comprise operating liabilities Unaltocated liabilities compnise deferred income tax liabilities, current income tax liabilities

and borrowings
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7 Auditor’s remuneration
Services provided by the Group's auditor and its assoctates

During the year the Group (including its overseas subsidiaries) abtaned the following services fram the Company's auditor and its associates

2007 2005
Group £000 £000
Fees payable to the Company's auditor for the audit of the parent Company and consolidated accounts 110 50
Fees payable to the Company’s auditor and its assocrates for other services
- The audit of the Company's subsidianes pursuant to legistation 94 78
- Other services pursuant to legislation 57 -
- Services relating to taxation 39 85
— Services relating to restructuring and flotation 362 -
- All other services 32 130
Totak fees payable to the Company's auditor and its associates 694 343
Fees payable to other auditors m respect of services provided to subsidiary undertakings 54 46
8 Expenses by nature

2007 2006

£000 £000
Changes in inventones of finished goods and work in progress 118 (445)
Raw matenals and consumables used 461726 422,028
Employee benefit expense (note 9) 36,209 32,832
Depreciation, amortisation and impairrnent charges — owned assets 10,810 8589
Depreciation, amortisation and impairment charges — leased assets 184 160
Release of deferred income in respect of government grants (109) (109)
Reparrs and maintenance expenditure on property, plant and equipment 7827 6,970
Trade receivables — impairment/(reversal of imparment) 203 (197)
Hire of plant and machinery 595 618
Transportation expenses 5,758 5331
Operating lease payments 3,879 3,592
Foreign exchange (gains)losses (338) 121
Other expenses 33,435 31,074
Total cost of sales, distribution costs and administrative expenses 560,297 510,964

43



Hilton Food Group ple Annual repart and financial statements 2007 Eurppe's leading spedalist retail meat packing business

Notes to the financial statements
for the year ended 31 December 2007

continued

9 Employee benefit expense

Group 52333 f?:ggg
Staff costs during the year

Wages and salanes 29,674 27,218
Social security costs 5,699 4,869
Pension costs - defined contrbution plans 836 745

36,209 32,832

Nurnber Number

Average number of persons employed (including executive Directors) during the year by actvity
Production 1104 1,027
Adrmunistration 283 247
1387 1274
Key management
compensation
Diectors’ emoluments (induding Drectors}
2007 2006 2007 2006
Group £'000 £000 E£'000 £000
Salanes and short-term employee benefits 1,425 1,434 2,391 1,673
Pension costs - defined contribution plans ' 105 43 198 139

1,530 1,477 2,589 1812

Further details of Directors’ emoluments and share interests are given in the Directors’ remuneration report
There are no other employees of the Company ather than the Directars Employee expense of the Company amounted to £ril (2006 £ril)
10 Restructunng and flotation costs

Dunng the year to 31 Decernber 2007 costs of £1 8m were incurred in relation to the restructuring of the Group and adrrussion of the Company to
the Official List
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11 Finance mcome and costs

2007 2006
£000 £000
Finance income
Interest Income on short-term bank deposits 837 674
Exchange gains on foreign currency borrowings 160 150
Interest on income taxes 436 -
Finance income 1,433 B24
Interest expense
Bank borrowings (3,131) (334)
Finance leases (198} (186)
Interest on Incorme taxes - (518)
Other interest expense (87) -
Finance costs (3.416)  (1.038)
Finance costs — net {1,983) (214)
12 Income tax expense
2007 2006
£000 £000
Current income tax
Current year 4,028 4,424
Adjustment to previous years {37) 83
3,991 4,507
Deferred income tax
Current year 185 317
Adjustment to previous years (18) -
167 37
Inceme tax expense 4,158 4,824

The tax on the Group's profit before income tax differs from the amount that would anse using the standard rate of UK Corporation Tax of 30%

{2006 309%) applred to profits of the consolidated entities as follows

2007 2006
£000 £000
Profit before income tax 13,674 15,485
Tax calculated at the standard rate of UK Corporation Tax (30%) (2006 30%) 4,102 4,646
Expenses not deductible for tax purposes 265 588
Adjustments to tax in respect of previous years (55) 83
Profits taxed at rates other than 30% (154) (493}
Income tax expense 4,158 4824

45



Hilten Food Group ple Annual report and financial statements 2007 Europe’s leading spedialist retail meat packing business

Notes to the financial statements
for the year ended 31 December 2007

continued

13 Eamnings per share
Basic and diluted

Basic and diluted earmings per share are calculated by dmiding the profit attnbutable to equity holders of the Company by the weighted average
number of ordinary shares in 1ssue dunng the year

2007 2006
Profit attnbutable to equity holders of the Company (£'000) 8,820 9,986
Weighted average number of ordinary shares in 1ssue {thousands) 69,657 69,657
Basic and diluted earmings per share (pence) 127 143
Basic and diluted earnings per share before restructuring and flotation costs of £1,780,000 less tax rehef of £150,000
(2006 £nil) (pence) 150 143
14 Dividends
2007 2006
£000 £000
Dividends paid on ordinary shares 35 5p per ordinary share (2006 6 Op) 24,700 4,200
Interim dnvidend paid 2 2p per ordinary share 1,532 -
Total dvidends pard 26,232 4,200

A dwdend of £24 7m was paid during the year to shareholders as part of the restructuring prior to Listing The Directors propose a final dvidend of
5 2p per share payable on 11 July 2008 to shareholders who are on the register at 13 July 2008 Ths final dividend, amounting to £3 6m has not been
recognised as a lability in these consolidated financial staterments

15 Property plant and equipment

tand and

buitdings

{including

leasehold Plant and Fixtures Motor

improvement)  machinery  and fttings vehicles Total

Group £000 £000 £000 £'000 £'000
Cost
At 1 January 2006 11,082 47,939 6,114 184 65,319
Exchange adjustments (109) (124) 54 - (179)
Additions 9,633 920 1,203 247 20,284
Disposals (256) (861)  (1,304) (148)  {2,566)
At 31 December 2006 20,350 56,155 6,067 286 82,858
Accumulated depreciation
At 1 January 2006 3975 25,378 2334 74 31,761
Exchange adjustments (18) (182) 8 - (192)
Charge for year 865 6,215 863 77 8,020
Cisposals - (245) - {62) (307}
At 31 December 2006 4822 31,166 3,205 89 39,282
Net book amount
At 31 December 2006 15,528 24,989 2862 197 43,576
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15 Property plant and equipment {continued)

Land and
burldings
{including
leasehold Plant and Fuordures Motor
mprovement) and fittings vehucles Total
Cost £000 £000 £000 £ 000 £000
At 1 January 2007 20,350 56,155 6,067 286  B2858
Exchange adjustments 561 3,320 263 10 4,154
Additions 2,641 6,631 124 151 10,664
Disposals {4,000} (431) (75) (78) (4,584)
Transfer (2,131} 2,105 26 - -
At 31 December 2007 17,421 67780 7522 369 93,092
Accumulated depreaation
At 1 January 2007 4,822 31,166 3,205 89 39,282
Exchange adjustments 139 1,870 146 3 2,158
Charge for year 1,021 7,406 1.110 93 9,630
Disposals - (184} (28) (52) (264)
Transfer 3 (3} - - -
At 31 December 2007 5985 40,255 4,433 133 50,806
Net book amount
At 31 December 2007 1,436 27,525 3,089 236 42,286
Property, plant and equipment include the following armounts where the Group 1s a lessee under a finance lease
2007 2006
E'000 £000
Cost - capitalised finance leases 3,188 2,845
Accumulated depreciation (667) (394
Net book amount 2521 2,451

Incleded in assets held under finance leases are land and buildings with a net book amount of £2,437,000 (2006 £2,405,000) and plant and
machinery wath a net book amount of £84,000 (2006 £46,000)

Land and buildings are held under short leaseholds

Details of bank borrowings secured on assets of the Group are given in note 22
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16 Intangible assets ‘t

Product Software

licences costs Goodwill Total
Group £'on0 E00D £'000 £'000
Cost
At 1 January 2006 6,270 1,289 - 7,559
Exchange adjustments (121} 26 - (s5)
Additions - 834 834
At 31 December 2006 6,149 2,149 - 8,298
Accumulated amortisation
At 1 January 2006 3,144 144 - 3,288
Exchange adjustments (71} 5 - {66)
Charge for year 868 261 - 1,129
At 31 December 2006 3,941 410 - 4,351
Net book amount
At 31 December 2006 2,208 1,739 - 3,947
Cost
At 1 January 2007 6,149 2,149 - 8,298
Exchange adjustments 584 196 - 780
Additions - 302 836 1,138
At 31 December 2007 6,733 2,647 836 10,216
Accumulated amortisation
At 1 January 2007 3,84 410 - 4,351
Exchange adjustments 451 63 - 514
Charge for year 990 374 - 1364
At 31 December 2007 5,382 847 - 6,229
Net book amount
At 31 December 2007 1,351 1,800 836 3,987

The net book amount of goodwill relates entirely to the acquisition of the remaining 2 5% shareholding in Hitton Food Group {Europe) Limited
{note 17), the cash generating unit (CGU) Animpawment review of goodwill and other assets has been cammed out in accordance with 1AS 36,
‘Impanrment of assets’

The recoverable amount of the CGU 15 determined on value-in-use calculations These calculations use pre-tax cash flow projections covening a five
year penod The growth rate used 1s not more than 10%, being representative of the average growth rate achieved by the Group inrecent years

The rate used to discount the future cash flows 1s the Group’s internal hurdle rate for capital projects of 11% This approximates to applying a pre-tax
discount rate to pre-tax cash flows
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17 Investments in subsidsary undertakings

Company

2007 2006
Shares in Group undertakings £ 000 £000
At 1 January - -
Additions in year
Reverse acquisition of Hilton Foods Limited - at fair value 102,000 -
Acquisition of minonity shareholding in Hilton Food Group {Europe) Limited - at fair value 985 -
At 31 December 102,985 -

Details of subsidiary undertalangs are shown in note 29
Detals of the reverse acquisition of Hilton Foods Limited are shown innote §
Business combinatron

On 24 Apnl 2007, the Group acquired 2 5% of the share capital of Hilton Food Group (Europe) Limited in consideration for 656,667 ordinary shares
in the Cornpany at a value of £985,000 bringing its total shareholding to 100% Details of net assets acquired and goodwill are as follows

E£000
Purchase consideration - fair value of equity shares 1ssued 985
Bxisting minarity interest 149
Goodwill (note 16) 836
18 Financial Instruments by category
The accounting policies for financial instruments have been apphed to the line items below

Loans and recetvables
Group 2007 7006
Assets as per balance sheet £000 £000
Trade and other recevables 50,993 41,037
Cash and cash equivalents 20,792 22327

71,785 63,364

Other finanaal batwlities

Group 2007 2006
Liabilities as per balance sheet E'000 £000
Borrowings 56,984 16,261
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19 Inventories

2007 2006
Group £000 £000
Raw materials and consumables 7,576 7,314
Finished goods and goods for resale 2,078 221

9,654 9,525

The cost of inventories recogrised as an expense and included in cost of sales amounted to £461,844,000 (2006 £421,583,000)

The Group reversed £164,000 of a previous inventory write-down in the year ended 31 Decernber 2007 (2006 £110,000) The Group has sold all
the goods that were written-down to a third party The amount reversed has been included in cost of sales in the iIncome statements

20 Trade and other recervables

2007 2006
Group £000 £000
Trade recevables 46,589 37,883
Less provision for impairment of recevables (197) (65)
Trade receivables - net 46,392 37,818
QOther recevables 1,724 1,800
Prepayments 2,877 1419

50,993 41,037

The carrying amount of the Group's trade and other recevables are denorminated in the following currencies

Currency fz'ggg Ez ggg
UK Pound 8,566 6,368
Swedish Krona 14,320 11,928
Euro 25,466 18,550
Polish Zloty 2,641 419

50,993 41,037

The fair values of trade receivables, other recervables and prepayments are the same as their carmying value The maximum exposure to credit nsk at
31 December 2007 15 the fair value of each class of recevable mentioned above

Trade recewvables imparred and the amount of the impairment provision as at 31 December 2007 was £197,000 (2006 £65,000} The indwvidually
impaired recevables marnly relate to invoices which are in dispute It was assessed that a portion of the recewvables 1s expected to be recovered
The trade recevables that were impaired were all overdue by more than six months There were no other trade recevables which were overdue
The other classes within trade and other receivables do not contain impaired assets The trade recevables which are not impaired or overdue are
all less than 30 days old

Meovements on the prowvision for impairment of trade receivables are as follows

2007 2006
Group £000 £00C
At 1 January 65 262
Prowision for recewvables impairment 203 -
Recewvables written-off during the year as uncollectable {86} -
Unused amounts reversed - {197)
Exchange differences 15 -
At 31 Decernber 197 65
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21 Cash and cash equivalents

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Cash at bark and on hand 20,792 22,327 1 -
Cash, cash equivalents and bank overdrafts inctude the followng for the purposes of the cash flow statement.
Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Cash at bark and on hand 20,792 22,327 1 -
Bank overdrafts (note 22) - (2,194} - -
20,792 20133 1 -
22 Borrowings
2007 2006
Group £000 E000
Current
Bank overdrafts - 2,194
Bank borrowings 6,577 3,799
Finance lease liabilities 105 72
6,682 6,065
Non-current
Bank borrowings 47,445 7524
Finance lease Liabilities 2,857 2,672
50,302 10,196
Total borrowings 56,984 16,261

Due to the frequent re-pricing dates of the Group's loans, the fair value of current and non-current borrowings ts approximate to their carrying

amount

The carrying amounts of the Group’s borrowings are denominated in the following currencies

2007 2006
Currency £000 £000
UK Pound 46,935 50
Swedish Krona 3,642 7,845
Euro 6,407 8,366

56,984 16,261

The Group barrowed £47 5m from Ulster Bank during the year to fund Group recrganisation and is repayable in quarterly instalments by 28
February 2013 Interest 15 charged at LIBOR plus O 75% to 1 25% subject to interest rate caps over £30m of borrowings where LIBOR 15 capped at
6 5% Other bank borrowings are repayable by 2010 to 2013 with interest charged at bank base rate plus 0 7% to 0 75%

Bank borrowings and overdrafts totalting £54,022,000 (2006 £13,517,000) are secured by fixed and floating charges over the assets of the

individual Group borrowers and through joint and several guarantees from each active Group undertaking
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22 Borrowings {continued)
The matunty profile of Group's borrowings 15 as follows

2007 2006
Group £000 F'000
Less than one year 6,682 6,065
Between one and two years 7,014 2,769
Between two and five years 14,815 5,026
Later than frve years 28,473 2,401

56,984 16,261

The minimum lease payments and present value of finance lease babilities 15 as follows

Mirgmum lease payments Present value

2007 2006 2007 2006

Croup £000 £000 £000 £000
No later than one year 305 266 105 72
Later than one year and no later than five years 1,128 1,009 362 272
Later than five years 3,867 3,793 2,495 2,400
5,300 5068 2,962 2,744

Future finance charges on finance leases (2338) (2324 - -
Present value of finance lease habilities 2962 2,744 2,962 2,744

Lease liabilities are effectively secured as the rights to the leased asset revert to the tessor in the event of default

The fair value of the Group's finance lease liabilitres 1 £3,700,000 (2006 £3,547,000) The fair values are based on cash flows discounted using a
rate based on the borrowing rate of 4% (2006 3 75%)

23 Trade and other payables

Goup Company

2007 2006 2007 2006

£000 £000 £000 £000

Trade payables 54,545 4317 - -
Amounts owed to Group undertakings - - 25380 -
Amounts owed to related parties (see note 30) 11,079 1,245 - -
Social security and other taxes 406 1,345 - -
Deferred consideration 389 S41 - -
Accruals and deferred income 12,437 13,437 - -

78,856 69740 25,380 -
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24 Other non-current babilrties

2007 2006
Group £000 £000
Deferred constderation 220 990
Accruals and deferred income 44 B60
264 1,850
25 Deferred income tax
The movement in deferred income tax assets and liabilities during the year 15 as follows
Deferred
Come tax
liabilites:
Accelerated Other Deferred  accelerated
capital tming  income tax capital
allowances  differences  assetstotal allowances
Group £ 000 £ 000 £'000 £000
At 1January 2007 1,219 - 1,219 (1,300}
Exchange differences - - - (59)
Incorne statement charge (38) 92 54 (221)
At 31 December 2007 1,181 92 1273 {1,580)

Deferred incorme tax labilities of £1,096,000 (2006 £1,021,000) have not been recogrised on the unremitted earnings of its overseas subsidiaries
As the earnings are continually reinvested by the Group, no tax is expected to be payable on them in the foreseeable future

26 Called up share capital
Group Company
2007 2005 2007 2006
£000 £00C £000 £000
Authorised £
500,000 'A’ ordinary shares of £1 each - 500 - -
500,000 'B’ ordinary shares of £1 each - 500 - -
100,000,000 ordinary shares of 10 pence each 10,000 - 10,000 -
10,000 1,000 10,000 -
Allotted and fulty paid
100,000 ‘A’ ordinary shares of £1 each - 100 - -
100,000 '8’ ordinary shares of £1 each - 100 - -
69,656,667 ordinary shares of 10p each 6,966 - 6,966 -
6,966 200 6,966 -

The Company 1ssued 69,000,000 shares to the members of Hiltan Foods Limited as part of the reverse acquisition (see note 5)

The Company issued 656,667 shares in consideration for the acquisition of a 2 $% stake in Hilton Food Group (Europe) Limited (see note 17)

All ordinary shares of 10p each have equal nghts in respect of voting, receipt of dividends, and repayment of capital
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Notes to the financial statements
for the year ended 31 December 2007

continued

27 Cash generated from operations

2007 2006
Croup £000 £000
Profit before income tax 13674 15485
Adjustments for
- Depreciation 9,630 8,020
- Amortisation of intangible assets 1,364 1129
~ Loss on disposal of property, plant and equipment 36 3
- Finance costs - net 1,983 214
- Amortisation of government grants (104) (109)
Changes in working capital
- Inventories 442 (2,01
- Trade and other recervables (5490) (7.881)
- Prepaid expenses {1,295) (443)
- Trade and other payables 4914 4,227
- Accrued expenses (1,563) 7,819
Cash generated from operations 23,59 26,481
28 Commntments
{a) Capital commutments
Capital expenditure contracted for at the balance sheet date but not yet incurred as follows
Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Authonsed and contracted for 472 3,500 - -
{b) Operating lease commutments
The Group leases vanious properties under non-cancellable operating lease arrangements
The future aggregate mimmum lease payments under non-cancellable operating leases are as follows
Land and buildings Plant and equipment
2007 2006 2007 2006
Group £000 £000 £000 £000
No later than one year 4,185 3,473 525 354
Later than one year and no later than five years 1,265 11,044 1186 942
Later than five years 8,627 8,563 32 300
24,077 23,080 1,753 1,596
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29 Subsidiary undertakings

The subsidiary undertakings of the Group at 31 Decemnber 2007 were

Subsidiary undertakings County oﬁﬁm::ﬁ Nature of business Pr;p:r’;o;dadf
Hilton Meats (Retait) Limited Northern Ireland Specialist meat packing 100%
Hilton Meats Zaandam BY The Netherlands Specialist meat packing 80%
Hilton Foods (Ireland) Lirmited Republic of Ireland Specialist meat packing 100%
HFG (Sverige) AB Sweden Specialist meat packing 100%
Hilton Foods Limited Sp zoo Poland Speciabist meat packing 100%
Hilton Foods Limited Northern Ireland Holding Company 100%
Hilton Meats Holland Lirmited Northern Ireland Heolding Company 80%
Hilton Food Greup (Europe) Limited Northern Ireland Holding Company 100%
Hilton Food com Limited Northern Ireland Dormant 100%

All undertakings prepare accounts to 31 December and are inctuded in the Company's consolidated finanaial staterments

The Company's voting rights in its subsidiary undertakings are the same as its effective interest in its subsidiary undertakings

30 Related party transactions and ulttmate controlling party
The Directors do not consider there to be one ultimate controlting party

Ultimate controlling parties of the Group pnor to flotation were also the shareholders of Heffer tnvestments Lirmited, Hilton Meats (International)
Limited and Foyle Food Group Limited Heffer Investments Limited, Romford Wholesale Meats Limited and RWM Dorset Limited were related being

part of the same group

The companies noted below are all deemed to be related parties by way of common Directors

The following purchases were made on an arm'’s length basis from related parties during the year

Group

2007 2006
£000 £000

Hilton Meats (Intemational) Lirmited
Romford Wholesale Meats Limited
RWM Dorset Limited

Foyle Food Group Limited

70,097 72,048
42311 43383
16,678 1,295
35384 32205

Amounts owing to related parties at the year end were as follows

Group 5238; zz'ggg
Hilton Meats (international) Limuted 3,908 4,636
Romford Wholesale Meats Limited 2,458 2,509
RWM Dorset Limited 1,412 787
Foyle Food Group Limited 3,301 3313

11,079 11,245

The ultimate shareholders of all of the above companies have an interest in the share capital of the Company

The Company's related party transactions duning the year were as follows

2007 2006
Company £000 £000
Hilton fFoods Limited = dwidend receved 2,500 -
Hilton Foods Limited - interest expense 1,348 -

In addition to the above the Company borrowed £25m from Hilton Foods Limited to fund the Reverse Acquisition of the Group (see note 5)

At the year-end £25,380,000 was owed to Hilton Foods Lirmited
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